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ADVANTAGES OF ADMINISTRATIVE TRIBUNALS IN THE DETER- 
MINATION OF CONTROVERSIES 



By Max Thelen 

PretidttU, California Railroad CommttiotC- 



J 



■USTICE/' said Daniel Webster, "is the 
greatest interest of man on earth. It is 
the ligature which holds civilized beings 
and civilized nations together. Wherever its temple 
stands, and so long as it is honored, there is a 



sion. It is a disgrace to our law and a discredit 
to our institutions." 

William H. Taft, in his presidential message of 
December 1910, declared: 

"One great crying need in the United States is 



foundation for social security, general happiness cheapening the cost of litigation by simplifying 



and the improvement and progress of our race. 
And whoever labors upon this edifice with usefulr 
ness and distinction, whoever clears its founda- 
tions, strengthens its pillars, adorns its entablatures, 
or contributes to raise its august dome still higher 
to the skies, links himself in name, fame and 
character with that which is, and must be, as 
durable as the frame of human society.'' 

It is our high privilege and duty as members of 
the bar to tend the flame which bums in the 
Temple of Justice so that all who journey to the 
temple, be they men, women or children, rich or 
poor, shall have justice administered to them 
simply, directly and fairly. Are the lawyers of 
America doing their duty? 

Speaking before the American Bar Association 
in 1916, Elihu Root said: 

"Every lawyer knows that the continual rever- 
sal of judgments, the sending of parties to a litiga- 
tion to and fro between the trial courts and the 
ippellate courts, has become a disgrace to the 
idministration of justice in the United States. 
Everybody knows that the vast network of highly 
:echnical rules of evidence and procedure which 
prevails in this country serves to tangle justice in 
:he name of form 



procedure and expediting final judgment. Under 
present conditions, the poor man is at a woeful 
disadvantage in a legal contest with the corpora- 
tion or a rich opponent. The necessity for reform 
exists both in the United States courts and in all 
the state courts." 

Roscoe Pound, now dean of Harvard Law Col- 
lege, said to the American Bar Association in 1906: 

"Our system of courts is archaic and our pro- 
cedure behind the times. Uncertainty, delay and 
expense, and above all the injustice of deciding 
cases upon points of practice, which are the mere 
etiquette of justice — direct results of the organi- 
zation of our courts and the backwardness of our 
procedure — ^have created a deep seated desire to 
keep out of court, right or wrong, on the part of 
every sensible business man in the community." 

These strictures on the procedure of our courts 
are not new. For years our bar associations, both 
state and national, have been drawing attention to 
these conditions and have resolved that they should 
be remedied. However, apart from the reform by 
the Supreme Court of the United States of the 
Equity Rules in the federal courts and the institu- 



tion of the Municipal Court of Chicago and a few 
It is a disgrace to our profes- similar courts, little actual progress has been made 

in the reform of court procedure. 

In the meantime, our people have become more 



^ Annual Address delivered before California Bar Association on Sep- 
ember 27, 1917. . o 
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and more discontented with the delays and techni- 
calities which attend the administration of justice 
by most of our courts. Out of this discontent has 
sprung the most significant phenomenon in the 
recent judicial history of the United States — the 
determination of controversies by the simple and 
efficient procedure of administrative tribunals in- 
stead of by the courts. 

The administration of justice by administrative 
boards or commissions is not merely of great his- 
toric interest but also, in my opinion, points 
definitely and concretely to specific steps which 
can be taken to insure a more direct, speedy and 
satisfactory administration of justice in the courts. 

I prefer to be constructive rather than destruc- 
tive. It would give me far more satisfaction to 
face forward and to render assistance in actually 
producing a better order of things than to contem- 
plate and bemoan the imperfections of the present. 
For that reason, in the hope that I may in this way 
be helpful in pointing the way to what may be 
done in the courts, I shall devote the major por- 
tion of this paper to the determination of contro- 
versies by administrative tribunals. 

This movement in the United States began with 
the state railroad commissions. In 1864, con- 
servative Massachusetts established the first rail- 
road commission. Their number has increased 
until now each of the forty-eight states of the 
Union, with the exception of Delaware, has a state 
railroad or public service commission. Similar 
conamissions have been established in the District 
of Columbia and in the Territory of Hawaii. 

The regulation of railroads was the first work of 
these commissions. Their powers at the beginning 
were largely advisory. The jurisdiction has grown 
until at the present time the commissions in most 
of the states regulate other classes of public util- 
ities, as well as railroads. These commissions now 
exercise important judicial as well as administra- 
tive functions. 

A marked similarity exists between these various 
state commissions. All seek to administer justice 
speedily and efficiently. All try to dispose of 



complaints informally without the necessity of 
formal hearings. The pleadings in their formal 
proceedings are simple, the hearings direct and to 
the point and the decisions generally promptly 
rendered. The railroad commissions all represent 
a definite and largely an effective revolt against 
the technicalities and the delays of many of our 
courts. 

The Railroad Commission of California is typical 
of the vigorous, effective railroad and public service 
commissions of to-day. From the beginning of 
its reorganization in March, 1912, it has been my 
earnest hope that this commission, while fair, just 
and constructive to the public utilities and their 
patrons alike, might also be of service in blazing 
the way for the more simple, speedy and effective 
administration of justice by the courts. It has 
been my dream that this commission, created 
primarily to regulate public utilities, might at the 
same time do a work equally as great in restoring 
the faith of those who worship at the flame which 
glows in the Temple of Justice. 

Our honored president, in making some severe 
strictures on the lawyers this afternoon, referred to 
the California Railroad Commission as the work of 
the laity in protest against the lawyers. On the 
contrary, few pieces of constructive legislation in the 
United States owe their inception and execution 
more to lawyers than the reorganized Railroad 
Commission. The political reorganization of Cali- 
fornia from which the reorganized Railroad Com- 
mission sprang, was largely done by lawyers under 
the leadership of a great lawyer, Hiram W. Johnson. 
The Stetson-Eshleman Act of 1911 was written by- 
two lawyers. The Public Utilities Act, which 
became effective in March, 1912, was written by a 
third lawyer, who also wrote the Rules of Proced- 
ure under which the Railroad Conmiission operates. 
Ever since the reorganization of the Railroad Com- 
mission in 1912, a majority of the conamissioners 
have been lawyers. These things, it is true, were 
done largely as a protest against the delays and 
the technicalities of court procedure, but they 
were done by lawyers who sincerely and earnestly 
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desired to assist their profession and the people which are informal and those which are formal, 

of the state by substituting simplicity, equity and Formal proceedings are those which require notice 

promptness for technicality, form and delay. and hearing. All others are informal. Each year 

The fault in connection with court proceedings the Railroad Commission adjusts about four thou- 

lies not so much with the lawyers as with the sand informal complaints. These complaints come 

archaic and wasteful machinery of the law in to the Commission by letter or verbally. The 

accordance with which they are compelled to Commission takes them up promptly with the 

practice law in the courts. What we ought to do, utility afiFected, either by letter or in person, and 

in my judgment, instead of criticising the lawyers, seeks to secure an adjustment fair to both parties, 

is to take a committee of our lawyers who are bold I am glad to be able to say that in a great majority 

and constructive and who have marked executive of these cases a settlement satisfactory to both 

ability and give to them the task of sweeping away parties is reached by the Commission in this en- 

the present procedure of our courts and substitute tirely informal way. 

in lieu thereof an entirely new structure which All commissions, state and federal, strive, in so 

shall cover the entire ground from the first plead- far as possible, to determine controversies in- 

ing imtil the decision on the last appeal in the formally. 

state courts. When the administration of justice In this paper, I shall confine myself to formal 

in our courts has thus been made simple, direct proceedings. 

and efiFective, no one will more ardently champion The provisions of the Public Utilities Act with 

the new order of things than the majority of the reference to formal complaints are very simple 

lawyers. The Act provides that complaint may be made by 

To show the respects in which the modern state the Railroad Commission on its own motion or by 

conamission has departed in its procedure from our any injured party by complaint in writing, setting 

courts of law, and in the hope that the visualiza- forth any act or thing done or omitted to be done 

tion of its proceedings may be helpful in making by any public utility. Upon the filing of such 

more satisfactory the procedure of our courts, I complaint, it is the duty of the Commission to 

shall, with a few strokes of the pen, paint the cause a copy thereof to be served upon the defend- 

picture of the administration of justice by the ant. The act provides that the Commission shall 

Railroad Commission of California. fix the time and place of hearing and shall serve 

In order that the picture may be complete and notice thereof, whereupon the hearing is held and 
so that you may have the entire story for such the decision rendered. Unless otherwise provided 
purposes of comparison or otherwise as you may in the decision, the Commission's orders are effect- 
desire to use it, I shall refer to the procedure appli- ive twenty days from date. 

cable to Railroad Commission eases, from the The Public Utilities Act provides that the Rail- 
beginning to the end, from the filing of the formal road Commission shall have the power to adopt its 
complaint to the decision of the State Supreme own rules of practice and procedure. 
Court on writ of review. In view of the discussions which have taken 

With certain minor exceptions, to which it is place for a number of years at many meetings of 

not necessary here to refer, all public utilities in the various state bar associations and of the 

the state are subject to regulation by the Railroad American Bar Association with reference to the 

Commission. In exercising its regulatory powers, advisability of empowering the courts to prepare 

the Conamission has fimctions partly adminis- their own rules of practice and procedure, it is in- 

trative and partly judicial. The proceedings before teresting to note that the legislature of California 

the Railroad Conmiission are divided into those conferred this power upon the Railroad Commis- 
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sion without any opposition and without even any 
discussion. 

In March, 1912, after conference with leading 
lawyers of the state, the Railroad Commission 
adopted Rules of Procedure which, with slight 
modifications, have been effective ever since. 
The rules provide boldly for the elimination of all 
demurrers and dilatory motions. The only mo- 
tion permitted is a motion to dismiss on the ground 
of lack of jurisdiction. I shall never forget the 
horror with which leading members of our pro- 
fession in this state regarded this innovation. 
The Railroad Commission was told, in effect, that 
a lawyer has a constitutional right to demur and to 
interpose dilatory motions, and that no procedure 
which does not provide for these pleadings and for 
the interminable delays which result therefrom 
can possibly succeed. The best proof of a pudding 
is in the eating thereof. I venture to say that if it 
were to-day proposed to restore demurrers and dila- 
tory motions in the proceedings before the Railroad 
Commission, such a proposal would meet with the 
vigorous opposition of practically every lawyer who 
practices before the Railroad Commission. 

In order not to break too suddenly with the pro- 
cedure and traditions of the past, the Railroad 
Commission provided in its Rules of Procedure 
that upon the filing of a complaint, a copy thereof 
is immediately mailed to the defendant who is 
directed to advise the Commission in writing with- 
in five days as to whether there is anything in the 
form of the complaint to which substantial objec- 
tion can reasonably be made. Although at first 
objection to the form of the complaint was fre- 
quently made, the Commission is now generally 
advised by the public utility that it has no objec- 
tion to the form of the complaint. Not infre- 
quently the defendant goes further and at once 
files its answer without waiting for formal service 
of the complaint. If no reply is received within 
five days, or if such objection as is made is found 
to be inconsequential, a copy of the complaint is 
then formally served by the Commission upon the 
defendant together with notice to satisfy the same 



or to file an answer within ten days. I may sa; 
parenthetically that the lawyers practicing bef or 
the Railroad Commission have been so well trainee 
that answers are generally filed within the ten day 
allowed and that if a request for an extension o 
time to file an answer is made, the extension i 
granted rarely exceeds a few days. The Com 
mission tries to be coiu^teous in the matter o 
extensions of time but has in mind constantly th< 
necessity of keeping its business moving. 

As a result of the Rules of Procediu^e adoptee 
by the Commission and the co-operation of th^ 
litigants appearing before it, formal complaints 
are generally ready to be set for hearing withii 
twenty days after the filing of the complaint. Ai 
soon as the answer is filed, the case is promptly 
assigned and set for hearing. 

Hearings are generally held by a single commis- 
sioner or examiner. The most important cases 
are heard by several commissioners or by the Com- 
mission en banc. Hearings are held in the particu- 
lar community affected so that all parties interested 
may appear and be heard with a minimum of 
expense and inconvenience. It is not necessary 
that parties be represented by counsel, but in im- 
portant cases the litigants generally appear by at- 
torneys. 

The atmosphere of the hearing before a typical 
State Conamission is entirely different from the 
atmosphere of many of our courts. A hearing 
before a state railroad or public service commission 
is not a contest between trained intellectual gladia- 
tors, each seeking to take advantage of every 
technicality and both frequently trying the pro- 
cedure instead of the facts of the case. A hearing 
before a state commission is a simple and direct 
investigation to ascertain the facts. The presiding 
commissioner is not an umpire for the purpose of 
seeing to it that coimsel play the game in a par- 
ticular way. His function is to have the facts 
developed as promptly and as fully as possible. 
His attitude is that of a co-investigator and he 
feels entirely at liberty to take an active part in the 
examination and cross-examination of witnesses. 
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The theory of proceedings before the California 
Railroad Commission and similar commissions is 
that the state itself is interested in the ascertain- 
ment of the truth. Accordingly, the Railroad 
Commission's own experts investigate the facts 
and introduce their reports in evidence, being 
subject to cross-examination in exactly the same 
manner as other witnesses. 

In so far as possible, the parties are urged to 
present their testimony in the form of reports 
instead of orally. Recently, in an important rate 
case pending before the Railroad Commission 
counsel for the utility presented a witness on the 
question of land values. He began to testify with 
reference to each parcel of land involved, giving his 
views in detail, as would be done in court. Testi- 
mony on the same issue affecting the same utility 
recently consumed months of time in one of the 
local federal courts. After this testimony had run 
along for a while, the presiding commissioner sug- 
gested that much time could be saved if the wit- 
ness would put his conclusions in the form of a 
written report, which could then be examined by 
the parties, the witness being recalled for only such 
cross-examination as might seem wise after careful 
inspection of his report. The attorneys for both 
sides readily agreed to this procedure, which will 
result in having the entire matter presented in a day 
or two instead of consuming weeks or months. 

One of the distinctive features of practically all 
administrative tribimals exercising judicial fimc- 
tions is that they are not bound by the technical 
rules of evidence. Specific provision to this effect 
is contained in the California Public Utilities Act. 
Every business man regulates his conduct in the 
affairs of life largely on hearsay evidence and other 
evidence which would not be admitted in a court 
of law. He does so because it is the sensible thing 
to do and because he trusts himself to give to the 
evidence only the weight to which it is entitled. 
Only too frequently the technical rules of evidence 
result in concealing the truth instead of permitting 
it to be developed. The California Railroad Com- 
mission accepts hearsay evidence whenever it 



believes that such evidence will assist in developing 
the truth, but never rests its decisions solely on 
hearsay evidence. Objections to the introduction 
of evidence are seldom made before the California 
Commission, except occasionally by some lawyer 
who comes before the Commission for the first time 
still corrupted by the practice of the courts. To 
those who practice daily before the courts it will be 
unnecessary for me to direct attention to the enor- 
mous saving of time which results from the ab- 
sence of objections to evidence. 

The filing of briefs is generally discouraged by 
the Commission by reason of the delay in the deci- 
sion which ensues therefrom. The Commission al- 
ways analyzes the testimony carefully in any event 
and generally the filing of briefs is not helpful. 
Where questions of law are involved and in impor- 
tant proceedings, the filing of briefs is permitted 
and at times encouraged, but counsel are asked to 
co-operate with the Commission in having the briefs 
filed as promptly as possible. Counsel practicing 
before the Commission understand that such briefs 
as are filed must be short and to the point. 

The commissioner or examiner presiding in the 
particular proceeding prepares and presents to the 
Commission a draft of opinion and order, which, 
when approved and ordered filed, become the 
opinion and order of the Railroad Commission. 

I shall now refer to the procedure subsequent to 
the rendering of the decision. In this respect, the 
California Public Utilities Act went further in the 
elimination of delays and in making the Commis- 
sion's work effective than any railroad commis- 
sion or public utilities act of any of the states prior 
thereto. In no other respect has the California 
Act been more widely commented upon and fol- 
lowed in so far as the constitutions of other states 
would permit. 

Referring first to rehearings, the Public Utilities 
Act provides that no cause of action shall arise in 
any court out of any order or decision of the Rail- 
road Commission in favor of any person or cor- 
poration who has not made, before the effective 
date of the order or decision, application to the 
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Railroad Commission for a rehearing. The peti- 
tion for rehearing must set forth specifically the 
grounds of rehearing and no ground not thus set 
forth can be urged in any court. These provisions 
have been sustained both by the Supreme Court 
of this state and by the federal courts. Their 
purpose is obvious. If there is any reasonable 
ground for objection to a decision of the Railroad 
Commission, it is manifestly desirable that such 
objection shall be pointed out to the Commission 
and that the Commission shall have an opportimity 
to review its decision in the light of such objection 
before the parties are plunged into the delays which 
inevitably ensue from court proceedings. When 
a petition for rehearing is filed, the Railroad Com- 
mission is given an opportunity, if it has made an 
error, to modify its decision or to grant a rehearing. 
In quite a number of cases, the decision as origi- 
nally made has been modified and the necessity for 
proceedings in the courts has been avoided. 

A writ of review lies directly from the Railroad 
Commission to the Supreme Court. No other 
court of the state has power to review, reverse, 
correct or annul any order or decision of the Com- 
mission. Nothing could have more injured the 
efficiency of the Commission than to have had its 
decisions rendered inoperative for long periods 
of time by proceedings, first, before the Superior 
Courts, then before the District Courts of Appeal 
and, finally, before the Supreme Court. The deci- 
sions of the Commission which are taken to the 
courts are generally such that the losing party 
would not be satisfied in any event until he had 
secured the decision of the Supreme Court of the 
State. The framers of the act believed that it 
would be a waste of time to permit proceedings in 
the lower courts and hence provided for review 
solely and directly by the Supreme Court, in the 
hope and in the confident expectation that these 
provisions would be sustained. I am glad to be 
able to say that the Supreme Court of this state 
has upheld this procedure. 

The Public Utilities Act provides that the find- 
ings of the Railroad Commission on questions of 



fact shall be conclusive. Without any statuti 
provisions whatever, the Supreme Court of i 
United States has repeatedly held that the findil 
of the Interstate Commerce Commission on qiJ 
tions of fact are conclusive, at least in the absei 
of fraud or of any evidence whatsoever to susti 
the findings. Similar effect has been given to t 
findings of state railroad and public service co] 
missions, both by the state courts and by t 
federal courts. The conclusion thus reached seei 
to be both just and reasonable. When an expc 
body has passed on the facts, its conclusions there< 
should be final if it has acted honestly. 

I remember very well in this connection i 
opinion expressed by the late Commissioner Esl 
leman in connection with this very matter. Whc 
this subject was under consideration and when I 
was hearing the objections of certain public utilit 
representatives, he said that some of them woul 
not be satisfied unless they had twenty successiv 
appeals and that then they would still be dissatis 
fied unless they could take one further appeal t< 
God Almighty. 

Inquiry may appropriately be made as to ho^ 
the simple and direct procedure established by th 
Public Utilities Act and by the Commission' 
Rules of Procedure operates and particularly as h 
whether justice is done thereunder. 

Since March 23, 1912, the Railroad Commissioi 
has rendered over 4,500 decisions in formal pro 
ceedings. Ninety-nine per cent of these decision; 
have become effective without appeal to the courts 
Of the remaining one per cent, I am glad to be abl< 
to say that the federal courts have decided in favoi 
of the Railroad Conamission each case which hai 
been brought before them affecting the Commis 
sion and that before the State Supreme Court the 
Commission has fared almost equally as well, sub- 
sequent to the first three or four contests. 

Furthermore, as far as I have been able to ob- 
serve, both the public utilities and the representa- 
tives of the public are satisfied that the Railroad 
Commission's simple and direct procedure has not 
deprived them of any substantial rights and thai 
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the decisions of the Railroad Commission have 
generally been fair and just. Of course, we could 
hardly expect that a public utility claiming enor- 
raous values for franchises which have been freely 
granted to it by the public or excessive values for 
water rights or so-called intangibles would express 
satisfaction with the Railroad Commission's pro- 
cedure. However, apart from a few sporadic cases 
of this kind, I think I may safely say that there is 
a consensus of opinion that the procedure of the 
California Railroad Commission and similar state 
railroad and public service commissions produces 
speed, eflBciency and justice. 

Another type of administrative tribunals in 
which simple and prompt procedure is applied is 
the Industrial Accident Commission or Workmen's 
Compensation Commission of the principal states 
of the Union. This type of tribunal had its genesis 
in the decision of the courts of the State of New 
York, holding unconstitutional a Workmen's Com- 
pensation Act of that state. 

The people of New York replied by ^ constitu- 
tional amendment and statutory enactments, over- 
whelmingly adopted, which not merely changed the 
substantive law with reference to the relationship 
between employer and employee but went further 
and took the entire administration of that law 
away from the courts and conferred it upon an 
administrative tribunal with simple procedure. 

The movement toward the administration of 
justice by commissions instead of by the courts 
has resulted in the establishment of a number of 
powerful federal commissions, whose procedure is 
modelled more or less after that of the state com- 
missions, which led the way. The most con- 
spicuous example of these federal commissions is 
the Interstate Commerce Commission, which is 
charged with the duty of regulating and supervising 
in certain respects interstate railroads and other 
carriers, including now telephone and telegraph 
companies. By amendment to the Interstate 
Commerce Act, from time to time, the procedure 
before the Interstate Commerce Commission and 
on review of its decisions is now closely analogous 



to the proceedings before the modern effective state 
railroad or pubUc service conamissions. 

The recently created Federal Trade Commis- 
sion adopts in the exercise of its limited judicial 
functions an analogous procedure. 

I have tried to portray to you briefly and suc- 
cinctly, the growth and practice of the state and 
federal commissions which exercise judicial powers 
and which try most earnestly to live up to the 
ideal of justice simply and promptly administered. 
By those who disapprove of them, they are at times 
referred to as "lunch counter'' tribunals. Why 
this name, I am not quite certain — ^perhaps because 
justice is supposed to be administered by them with 
the speed with which a man eats his lunch, or pos- 
sibly because the commissioners are assumed to 
work so hard that they have no time for meals 
other than at the lunch counter. By those who 
approve of them, these tribunals are frequently 
referred to as the "peoples' courts," because in 
them the members of the public are supposed to be 
able to have justice administered without osten- 
tation or technicality, simply and promptly. 

I have referred to these tribunals in the earnest 
hope that an understanding of the methods by 
which they administer justice may be helpful to 
the members of the bar of this state in the task of 
simplifying judicial procedure on which they have 
been engaged during the last few years. 

Our country is to-day at war. Every man who 
loves his country realizes more than ever the need 
of service to the state and to the nation. With 
the war has come to our people an understanding 
of the imperative need for eflSciency in all branches 
of the nation's life, including the courts. 

In this exigency, the lawyer's obligation is clear. 
It is his duty to sweep away the delays and technical- 
ities of the law and to make the administration of 
justice by our courts simple, speedy and effective. 
We shall then again see the Temple of Justice strong 
and stately and beautiful, with people from all ranks 
of life flocking thither, their faith revived and having 
administered to them simply, promptly and fairly, 
the greatest of all blessings — ^Justice. 
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THE TREND OF THOUGHT WITH THE RAILWAY AND UTILITIES 
COMMISSIONERS OF THE UNITED STATES 

EXCERPTS FROM THE REPORTS OF COMMITTEES TO THE ANNUAL MEETING OF THE NATIONAL ASSOCIA- 
TION OF RAILWAY COMMISSIONERS HELD IN WASHINGTON 



"Whatever may be the state of the law in any jurisdiction, it 
is clear that before authority should be granted to any public service 
corporation to discontinue service, the interests of the public in the 
public service corporation requires that there should be: 

"First — ^Reasonable notice to the public, 

"Second — ^An opportunity for representation of the public, and 

"Third — ^That the due-process-of-law clause of the Constitution 
of the United States would be violated if an order authorizing a dis- 
continuance of service should be allowed without the representation 
of the bondholders in the proceedings." — Report of Committee on 
Railroad Service, Accommxxiations and Claims. 

"The Conunissions emphasize the advantage of having a local 
tribunal, familiar with local conditions, to examine and report 
promptly upon proposed changes in local rates. The state com- 
missions can and do hold their hearings at points in the state where 
it is convenient for interested shippers to attend. Cases are usually 
decided promptly after complaint is made, avoiding the vexatious 
delay frequently experienced in securing action by the Interstate 
Commerce Commission. In many instances prompt action is neces- 
sary to afford the rehef desired and protracted delay in such cases 
amounts to a denial of justice. In addition to the many advantages 
of having local rates passed upon by the state commissions, those 
commissions are authorized to intervene in cases before the Inter- 
state Commerce Commission and through the efforts of their expert 
employees are enabled to assist the national Commission in deter- 
mining cases involving the reasonableness of interstate rates. Such 
assistance on the part of the state commissions in investigations 
involving rates affecting large territories is believed to have been of 
benefit to the Interstate Conmierce Commission and to the public. 
Many of the state commissions adopt the plan of the carriers in 
such cases and co-operate in meeting the expenses and in preparing 
data for presentation at the hearings before the national Commission. 
This was done in the hearing of the Western Advance Rate Case, 
and in the Fifteen Per Cent Advance Rate Case, recently decided 
by the Commission." — Report of Committee on Railroad Rates. 

"The provision in the Interstate Commerce Coromission Classi- 
fication relating to the crediting of profit and loss of the estimated 
money value of acquisition of lands or other property donated by 
individuals 6r companies, is a subject which has been before the 
convention since 1914, and the 25th Annual Convention that year 
adopted a resolution reading as follows: 

" 'Resolved, That it is the opinion of the convention that property 
shall not be entered upon the books of account of any company in 
excess of the actual cash cost.' " — Report of Committee on Statistics 
and Accounts of Railroad Companies. 

"The need for the employment of more efficient methods of build- 
ing up, maintaining and distributing railroad service has never been 
so forcibly demonstrated as during the past year. According to 
statements fiumished by the American Railway Association, car 
shortage figures for the past few months are given as follows: 

1916 November 1 114,908 

December 1 107,778 

1917 January 1 62,247 

February 1 109,988 

March 1 130,082 

April 1 144,797 



May 1 148.647 

June 1 105,127 

" Due to a combination of causes which it is not necessary to mention 
or discuss at this time, railroad service had all but collapsed in cer- 
tain sections of the country and in certain lines of trade." — Report 
of Committee on Car Service and Demurrage. 

"Increases in fares to six, seven and even eight cents per fare zone 
have been allowed by commissions, but it is doubtful whether much 
larger revenue will be received, on account of the lessening of travd 
at the higher rate. Sixty-seven companies in twenty-one states 
have been allowed fare increases in some form since 1914. The 
motor bus and truck are in everyday use for transportation of pas- 
sengers and freight even for considerable distances and seem likely 
to prevent fiuilier extension of the electric railway lines. 

"With increasing costs of operation an increase of revenue is 
necessary in order that street railway service, which is very impor- 
tant in urban and interurban development, may not be crippled or 
destroyed, and a rate on the mileage basis with a minimum charge 
seems to be the most promising resource available." — Report of the 
Committee on Public Utility Rates. 

"Competition from automobiles has brought home to the street 
railways the demand for fast, frequent service, and has led to the 
development of the light weight quick-service car. Such cars weigh- 
ing from one-third to one-fourth as much as the customary double 
truck street car, seating 26 to 32 passengers, and op>erating on close 
headway with high average speed, have proved their utility and 
popularity in many small cities by increasing traffic by as much as 
10 per cent. On short lines, where there are a large nmnber of 
individuals who ordinarily walk to their places of business, as well 
as a large number of owners of automobiles, the increase in revenue 
resulting from the adoption of the light cars operated at more 
frequent intervals has in some cases been as high as 15 per cent. 
This increase is almost sufficient to offset the loss in revenue brought 
about by the operation of the private automobile. Aside from the 
great improvement in service made possible by the increased traffic, 
and the fact that the light weight cars are designed for operation by 
one man, they have the further advantage that they are faster than 
the large cars, due to the fact that they make fewer stops and have 
more power in propK)rtion to their weight. They are also safer due 
to better design and undivided responsibility, and they are quieter in 
operation due to their light weight. 

"The extreme lightness of these cars also results in a very con- 
siderable reduction in the power required (a most important con- 
sideration in view of the impending coal shortage) and will in all 
probability bring about a material reduction in wear and tear. 

"In the present stage of development, these small light cars are 
being used only on relatively light lines, but there seems to be no 
fimdamental reason why they should not prove advantageous on 
long, heavy lines, if satisfactory means are devised for coupling and 
uncoupling them quickly in trains at junction points. 

"Thus it seems that the light quick-service car developed and 
operated as a competitor of the automobile may soon be expected 
to come into general use to the benefit of both the traveling public 
and the operating companies." — Report of the Committee on Service 
of Public Utility Companies. 

"The authority of the commissions to regulate accoimting prac- 
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tices of public utilities has been notably strengthened by a decision 
rendered in June, 1917, by the Appelate Division of the Supreme 
Court of New York in the case of People ex. rel. Kings Country 
Idghting Company v. Public Service Commission for the First District 
of the State of New York. The particular question involved in the 
litigation was the right of the Conunission to attach to its order 
authorizing an issuance of bonds a qualification or condition that 
proceeds of bonds sold to replenish the company's depreciation 
account to the extent that it had been drawn upon for construction 
purposes should be segregated as a separate fund to prevent the 
possibility of any impairment of capital resulting through the diver- 
sion of moneys for the payment of dividends, etc. The order of the 
Commission was sustained by the court in so far as the principle at 
issue was concerned, and in its decision the court declared that the 
requirements of the Commission's system of accounts had the force 
of law. By inference it would appear that the New York commis- 
sions have the right to insist upon their own determination of items 
property chargeable to operating expenses, including provision for 
depreciation of property, and that the rate at which such deprecia- 
tion charge is made by the utihty is subject to the approval of the 
Commission." — Report of Committee on Statistics and Accounts of 
Public Utility Companies. 

"During the last year, and particularly since the record was 
made up in the first of these valuation cases, the carriers have made 
strenuous covert efforts to secure the discontinuance of proceedings 
under the valuation act. Several means have been suggested to 
accomplish this object — starving the Conmiission by preventing an 
appropriation, a direct repeal of tiie law, and finally, it is under- 
stood, a personal appeal to the President as Commander in Chief of 
the Army and Navy, to exercise his powers or influence to secure a 
suspension of the appraisal during the progress of the war. 

"Your Committee has examined the history of events which led 
up to the enactment of the Valuation Act, and is acquainted with 
the present condition of affairs. It is of the opinion that every 
reason which was ever urged as warranting the enactment of the 
law in the first place, applies today with the same or greater force; 
that there are additional reasons which now exist for the valuation 
that did not exist when Congress passed the law, such as the appar- 
ent inmiinence of government ownership as a live issue, the actual 
taking over of certain roads for war purposes, and the questions of 
compensation and return which will grow out of the priority 
of shipments act, and out of the new revenue systems of the 
country 

"Two conspicuous examples in recent years have afforded a strong 
reason for the completion of this work. The first was the advance 
rate case tried in 1913, when forty-one railroads in Western Classi- 
fication territory joined forces in an effort to increase interstate 
commodity and passenger rates. The second was in the recent 
nation-wide Fifteen Per Cent Case. In both instances the Com- 
mission was forced to rely upon the tendencies of costs, revenues, 
and net operating income. The carriers relied upon investment as 
it appjeared upon the books of the companies. Had the values of 
the properties been known the work of the Commission would have 



been simplified. Being fully advised of the reasons for the enact- 
ment of the valuation law and of the advanced stage of the field 
work and the vast amount of information which has been and is 
being obtained by the Division of Valuation, your Committee 
heartily recommends the continuation of this work imtil all of the 
railroads of the coimtry have been fully appraised and the values 
of the several classes of property fixed and determined." — Report of 
the Committee on Valuation. 

" Whatever embarrassment the courts have offered to a permanent 
and sound solution of public regulation by testing confiscation by 
the return permitted by the rates established upon the fair value of 
the prop>erty involved, at least they have set at rest any idea of an 
imqualified ownership in property dedicated to the public service. 
A public utility cannot sell, lease or mortgage its property, 'so as to 
impair in any substantial degree its ability to perform its public 
service without legislative consent* It is manifestly not the prop- 
erty of the companies of which the owners urge that they are being 
robbed in contested rate cases. It is not the full earning power 
which that property has had or might have under conditions of unreg- 
ulated monopoly; for the dedication of such proj)erty to a public 
service assumes a surrender of the unrestricted right to all the possi- 
ble earnings which ordinarily inures to privately owned property. 
The public has the use of the property in which the money furnished 
by the security holders has been invested. Fairly the pubUc should 
pay as its return for the use of such property the reasonable cost of 
the money so furnished as it must pay the reasonable and proper 
costs of all other expenses inciured in furnishing the service. To 
recognize any other basis for the return is to rely upon plausible but 
unstable standards, whose chief merit is their adi^tability to the 
settlement or compromise of concrete and unreconcilable claims, but 
wholly unsuited, save perhaps as furnishing a starting point, for 
any enduring and consistent policy. It certainly can lead in the 
end only to confusion, if the money necessary for furnishing the 
required public service is invited in on one basis and the return to 
which it may be held to be subsequently entitled is measured by an 
indep>endent and often inconsistent standard, whether the return be 
substantially increased or decreased thereby 

"Probably all will agree that the occasion in this coimtry for 
resort to valuations rather than to actual investment honestly made 
and prudently managed might never have arisen had it not been for 
the great volume of false capitalization which has been permitted 
in the past, not restricted to the actual cash investment in property 
necessary for the public service, but looking rather to the public 
and the future to find its value." — Report of the Committee on Capi- 
talization and Intercorporate Relations. 

"It is impossible at this time to secure authentic railway statistics 
of the majority of the countries affected by the war, and the latest 
official data on the mileage, capitalization, and proportion of 
government owned and privately-owned lines in the countries of the 
world, date from the year 1913. The mileage figures in the follow- 
ing table are taken from the official publication for the German 
railways, the Archiv Fuer Eisenbahnwesen^ and the remarks in the 
last colunm are from various latest and best sources. 
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MILEAGE OF PRIVATE AND STATE RAILWAYS OF THE MOST IMPORTANT COUNTRIES OF THE WORLD 

(Mileage Figures for 1913) 
Note: Asterisk denotes countries engaged in war. 



EimopE 
191S Mileage 

Country Total Private State 

♦Germany 39,831 2,998 36,833 

*Austria-Hungary 28,872 5,293 23,579 

♦Great Britain 23,572 23,572 

•France 31,992 26.350 5,642 

•European Russia 38,873 14,167 24,706 

•Italy 11,021 1,878 9,143 

•Belgium 5,508 2,787 2,721 

Luxemburg 328 205 123 

Netherlands 2,035 915 1,120 

Switzerland 3,039 1,328 1,711 

•Portugal 1,864 1,147 717 

Spain 9,593 9,593 

Denmark 2,356 1,132 1,224 

Norway 1,932 288 1,644 

Sweden 9,056 6,175 2,881 . 

♦Serbia 688 .... 638 

♦Roumania 2.351 133 2,218 

♦Greece 1.005 1,005 

♦Bulgaria 1,206 .... 1,206 

♦European Turkey 1,246 1,246 

Smaller states 100 100 

Total 216,428 100,317 116,111 

Amebica 

♦Canada 29,468 27,687 1,781 

♦United States 256,823 256,823 

♦Newfoundland 773 773 

Mexico 15,932 3,509 12,423 

Central America 2,016 1,655 361 

Greater Antilles 3,425 3,275 150 

Lesser Antilles 338 338 

Columbia 625 515 110 

Venezuela 637 569 68 

♦British Guiana 104 104 

Dutch Guiana 375 375 

Ecuador 655 655 

Peru 1,728 670 1,058 

Bolivia 1,511 1,511 

Brazil 15,615 8,849 6,766 

Paraguay 233 233 

Uruguay 1.648 1,648 

Chile 3,981 1,988 1,993 

Argentina 20,759 17,249 3,510 

Total 356,317 328,094 28,223 

, Asia 

♦Russian Central Asia j ^^3. ^^ ^ 

♦Siberia J 

♦China 6,158 6,158 

♦Japan, including Korea 6,866 1,968 4,898 

♦British East In£es 34,850 4,362 29,488 

♦Ceylon 606 606 

Persia 33 83 

♦AsU Minor, etc.... 3,417 2,500 917 

♦Portuguese Indies 51 51 

♦Malay States 862 862 

Dutdi Indies 1,783 238 1,545 

♦Siam 706 105 601 

•Cochin China, etc 2,310 2.310 

Total 67^91 23,298 44,292 



Remarks 
Ownership by private individual states; unified national. operating 

control. 
Hungary owns and opterates its own railways; unified national 

operating control for dual monarchy. 
Private ownership; conditional guarantee of return; complete 

government control of operation. 
State-owned mileage now considerably larger than in 1918; 

conditional guarantee of return for privately-owned roads; 

complete government control of operation. 
State-owned mileage increased since 1913; no guarantee of return 

for private roads; complete government control over all lines. 
State mileage increased; no definite government guarantee of 

return for private roads; complete state control of operation 

over aU roads. 
Lines in occupied territory operated as part of state-owned lines 

of Germany. 



Governmental Commission appointed to report on state owner- 
ship. 
Same as Portugal. 



Mileage considerably increased once 1918; under Austro- 

Hungarian state control. 
Mileage increased since 1913; lines in occupied territory operated 

as part of the Austrian state lines. 



All lines taken over and operated by the state since beginning of 
war. 



Increased state mileage since 1913. 

1916 mileage 275,000; approximately 250 miles in Alaska and the 
Panama Canal Zone are government-owned and operated. 



Mileage increased since 1913; larger part of private roads taken 
over and operated by government. 
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MILEAGE OP PRIVATE AND STATE RAILWAYS OF THE MOST IMPORTANT COUNTRIES OP THE VfOBLD—Coru^Mdsd 

' (Mileage Figuies for 1913) 

Note: Asteriflk denotes countries engaged m war. 



Country 

♦Egypt 

♦A^ers and Tunis 

♦B^gian Congo Colonies . . 
♦South African Union: 

♦Cape Colony 

♦Natal 

♦Central South Africa . . 

♦Rhodesia 



CoLONua 

♦Germany: 

♦German East Africa , 

♦German Southwest Africa . 

♦Togo 

♦Kamerun 

♦England 

♦France 

♦Italy 

♦Portugal 



ToUd 

3,716 

3,988 

868 

3,999 
1,109 
3,488 
2,420 



896 

1,315 

204 

193 

2,368 

2,011 

96 

1,015 



Africa 
191S Mileage 



PrwOe 

790 

2,175 

868 

548 

"i57 
2,420 



1,047 

2,011 

96 

1,015 



Staie 
2,926 
1,813 



3,451 
1,109 
3,331 



1,315 
204 
193 

1,321 



Remofhe 



Largely in British control. 



Total. 



27,603 11,129 16,564 



♦New Zealand 

♦Victoria 

♦New South Wales. 
♦South Australia . . . 

♦Queensland 

♦Tasmania 

♦West Australia... 
♦Hawaii, etc 



2,906 
3,693 
4,120 
2,326 
4,845 
705 
3,449 
88 



30 
25 
167 
234 
296 
196 
579 
.88 



AUSTBALIA 

2,876 
3,668 
3,963 
2,092 
4,549 
509 
2,870 



Total. 



22,136 



1,615 20,521 

SXTMMABT 



Europe. . . 
America. . 

Asia 

Africa 

Australia. 



ToUd Mileage 

191S Oain 

216,428 2,256 

356,317 9,990 

67,591 • 1,498 

27,693 1,002 

22,136 385 



State 



Private 



1913 
116,111 
28,223 
44,293 
16,564 
20,521 



Oain 
1,590 
5,841 
152 
613 
1,448 



Totals. 



690,165 



tLoss. 



Total 1913 Mileage... 
Total State Mileage . . . 
Totel Private Mfleage . 



14,206 225,712 9,644 

SxTMMABT FOB COUNTBIEB AT WaB 



1913 

100,317 

328,094 

23,298 

11,129 

1,615 


Oain 
666 

4,149 

1,346 
389 

l,063t 


464,453 


5,487 


589,730 
189,007 
400,723 





'* Leaving out of consideration the privately-owned mileage of 
the United States, it will be noted that 57 per cent of the total 1913 
mileage of the coimtries at war is state-owned and controlled. 
Incidentally, it is also significant that of the total railroad mileage 
of the world (690,165 miles in 1913), 589,730 miles, or 85 per cent, 
are located in countries at war. 

"Of the total mileage of the world for 1913 (690,165 miles), priv- 
ate companies owned 464,421 miles, or 67 i>er cent and governments 
owned 225,744 miles, or 33 per cent. In 1912 the private railways 
owned 68 per cent The government railways gained 1 per cent by 
increasing their mileage by 9,644 miles, while the mileage of private 
companies increased only 5,487 miles 

"We have already expressed our conclusion that the trend of our 
times unmistakably is in the direction of complete public control and 



of ownership and operation of public utilities, especially of the 
means of conmiunication such as railroad, telephone, and telegraph. 

"We believe that one of the urgent duties of the National Asso- 
ciation of Railway Conmiissioners is a continued careful study of 
this problem. 

"We have only one reconmiendation to make at this time; namely, 
that the National Association appoint a permanent committee to 
deal with this question; to represent the Association, if necessary, 
before governmental or other bodies, if prior to the end of the 
coming year important action should be taken by the government in 
this direction, and to make a report to the National Association at 
its next meeting." — Report of Special Comndttee on PvJbUe Ownerskip 
and Operation as ConbraHed with Private Ovmerskip and Operation 
qfPvm?ljmie9. 
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THE DEPARTMENT OF PUBLIC PLANTS 

Evans Clark, Editor 



EDITORIAL STATEMENT 

THE purpose of this department of The Utilities 
Magazine is to furnish a clearing house of 
facts on the growth and operating records of 
publicly-owned utility plants and on proposed exten- 
sions of government ownership. The department is 
not committed to the support of public ownership. 
Nor does it, on the other hand, hold a brief for private 
interests. It will be an objective monthly review, care- 
fully authenticated, of the most significant public 
ownership news and the performance of public plants. 

Of the value of such a review we are firmly con- 
vinced. The past twenty years have been marked by 
a wide invasion of private business by government 
regulation and control. In comparison with other 
countries the United States has been slow to move in 
this direction. But it is hardly conceivable, even to us, 
that the year 1887 marked the first comprehensive 
effort of the federal government to interfere with the 
conduct of private business. It is equally astonishing, 
for instance, that in 1885 no less than 91 per cent of 
the electric light plants in this country were in private 
hands, for to-day one third of the plants are publicly 
owned. This assault on private business was carried, 
prior to 1917, into almost every field of trade: inter- 
state, intra-state and municipal. 

If this invasion was but one characteristic of the 
industrial life of the ante-bellum period, it has, next to 
the operation of our armed forces, been by far the most 
important and spectacular feature of the federal war 
program. The declaration of war by the United States, 
as in every country of Europe, has proved to be a 
declaration of war, so to speak, against laissezfaire and 
the independence of private business. That business 
men may have, in the interests of their country's wel- 
fare, welcomed the curtailment of their own individual 
indei>endence of action, makes little difference in the 
net result. Seven months of war have carried the 
invading hosts of government further into the field of 
business than seven years of peace. 

The treaty of peace will withdraw our troops from 
Europe, but that it will withdraw the government from 
business no discriminating observer will maintain. The 
war has made public ownership the great and immedi- 
ate issue of our domestic economic policy. What public 
plants there are, where they are located, what have 
been their operating records, what proposals are made 
for increased government ownership, national, state and 
mimicipal, are questions of the most pressing interest. 



It will be with this field that the department will deal. 
Nor are these problems of interest to any one class 
alone. The investor, the politician, the business man, 
the socialist, the workingman — all are concerned for 
the vital interests of all are bound up with the organi- 
zation of our economic life. 

It is unfortunate for all concerned that most of the 
information in regard to public ownership should come 
from sources committed to the support of one side or 
the other. There has been little effort made to review 
the facts in a scientific spirit for the careful reader. It 
is to fill this need that the department has been estab- 
lished. Every effort will be made to verify by refer- 
ences to original sources the statements made in these 
columns. The germs of partisanship will be met, as 
far as possible, with the disinfectant of factual verifi- 
cation. Above all, no attempt wiD be made to exclude 
from these pages facts and figures which are detri- 
mental to either cause — ^public or private. And to 
that end we urge both parties in the controversy, as 
well as those still uncommitted, to submit to this 
magazine whatever material may come into their hands 
on the subject of public ownership. We shall welcome 
reports of public plants, the successful and the unsuc- 
cessful alike, as well as any surveys, investigations, 
articles and reviews from whatever source they come. 
All material should be sent to the Department Editor, 
39^ Washington Square, New York City. 

E. C. 

MUNICIPAL ELECTRICITY 

Apart from Census reports the most complete and 
exhaustive survey of publicly owned electric generating 
plants ever made in this country has recently been 
issued by the Public Ownership League of America.^ 
Mr. Carl D. Thompson, Secretary of the League, has 
collected a mass of data on the number and growth of 
plants in the United States and Canada, rates charged 
for lighting and power, comparisons with private enter- 
prises, operating records of plants that have been 
especially successful, labor conditions, etc., and has 
arranged all this material in a pamphlet of 149 pages. 
The introduction states that this work is the first of a 
series of bulletins which the League will issue, to be 
followed with similar studies of municipal gas, water 
works and street car lines, as well as bulletins on public 
ownership of railways, postalization of the telegraph 

^ Municipal Electric Light and Power Plants in the United States and 
Canada, by Carl D. Thompson. Bulletin No. 1 of the Public Owner- 
ship League of America. Chicago^ 1917, pp. 140. Price, 50 cents. 
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and telephone, and the conservation of natural re- 
sources. 

Using the United States Census reports and commer- 
cial directories as sources of information, Mr. Thomp- 
son shows that, beginning with the year 1885, when the 
municipal plants in existence were only 9.5 per cent of 
the total number, the proportion of public to private 
plants has steadily grown until in 1916 it reached 31.S 
per cent. In that year there were 1,580 city-owned 
electric generating works in this country. The data 
show, however, that the public plants flourish in the 
smaller cities. Their total output per year, for in- 
stance, is only 4.7 per cent of the total, showing that 
the larger concerns are in private hands. A complete 
list of every public plant in the United States and 
Canada, with the population of the city in which the 
works are located and the cost of the plant, is also given. 

The chapter on rates takes the form of a comparison 
with private plants and is based on some twenty-five 
investigations of well-estabhshed reliability. Out of 
seven surveys made of average rates (a general average 
of maximum and minimum charges per kilowatt hour 
for each plant), no less than five show higher rates for 
the private plants. One other shows a higher average 
for public plants, while another gives rates of munici- 
pal plants only. A summary of these data show that 
public rates are 1.39 cents lower than private. A sum- 
mary of ten investigations in maximum rates, i. e. retail 
prices to small consumers, shows that public plants 
have an even greater advantage — ^2.67 cents per kilo- 
watt hour. Five surveys of arc lighting rates per year 
show a difference of $30 in favor of public plants, while 
two studies of incandescent yearly rates give them a 
30 per cent advantage. The figures on average and 
maximum rates are more reUable than the two latter 
comparisons, for they include more recent figures. The 
first two are based mainly on studies made within the 
last five years by such investigators as the Municipal 
Journal, a committee of the City Council of North 
Platte, Neb., the Commissioner of Public Utihties of 
Springfield, 111., the Nebraska Legislative Reference 
Bureau, the Wisconsin Railroad Commission, Okla- 
homa University, the Massachusetts Board of Electric 
Light Commissioners, the Hydro-Electric Power Com- 
mission of Ontario, etc. The latter two are compiled 
largely from studies made too long ago to be of great 
value today, i. e. Professor Parsons' book The City for 
the People, and the fourteenth Annual Report of the 
United States Commissioner of Labor issued in 1899. 

Mr. Thompson has included in Chapter III some 
detailed accounts of the operating records of the most 
successful municipal plants. Mr. F. W. Ballard, for- 
merly operating engineer, has contributed a study of 
the history and achievements of the Cleveland plant 



which includes answers to some of the criticisms which 
have been brought against it by the Public Service 
Magazine, the Committee on Rate Research of the 
National Electric Light Association, by Nau, Rusk and 
Swearington, accountants, and other opponents of 
municipal ownership. Mr. Ballard states that the 
Cleveland works are accumulating a surplus of about 
$250,000 a year, after all payments have been made 
for operation, maintenance, interest and bond redemp- 
tion funds. The Cleveland rates make a low-mark 
record with S cents per kilowatt hoiu* as a maximum 
charge to small consumers. The Winnepeg Municipal 
Light and Power Plant is also selling current at retail 
for 3 cents, while their power rates range as low as J 
cent per K. W. H. In an account of the public plants 
of Chicago it is claimed that municipal ownership has 
saved the city $4,114,106 in six years. The Hydro- 
Electric Power Commission of Ontario, which serves no 
less than 99 cities with current for light and power, is 
credited with having saved the citizens of the Province 
some $2,736,754 in one year. The net surplus of the 
Commission, less depreciation charge, for 1915 is given 
as $461,896. There are some eight separate systems of 
municipalities being served from as many different 
central power plants representing total plant assets of 
$14,873,347. The public plant at Pasadena, Cal., has 
the unique record of advising its customers how to 
reduce their lighting bills by using timgsten lights. In 
spite of this philanthropy the surplus for 1915-1916 is 
given as $39,351, after charging interest on the total 
average investment and 4.97 per cent for depreciation 
in addition to all running expenses. An interesting 
featiu'e of the plant at Fort Wajme, Ind., is that the 
entire cost of construction was covered by a tax on 
property of 2^ cents per hundred dollars gradually 
raised to 7| cents in ten years. The plant has no bonded 
indebtedness whatever. All improvements and addi- 
tions to the plant have been paid for out of the operat- 
ing surplus. Other plants covered in this chapter are 
those at Holyoke, Mass., Springfield, 111., Seattle, Wash., 
and Lincoln, Neb. All of the plants claim an operating . 
surplus, and significant rate reductions not only in their 
own schedules, but also in those of private plants forced 
to cut by competition with the city-owned ventures. 

The data on labor conditions included in this pam- 
phlet are mostly out of date. The conclusions of the 
famous National Civic Federation Report, and figiu'es 
from Professor Parson's book, while distinctly favorable 
to public plants, are too old to be of great value at this 
time. The Census report of 1912, however, is more 
pertinent. The average wages in private plants are 
given as $699.15 per year while those in public plants 
are only $669.68. Mr. Thompson claims that because 
hours of labor are shorter in public plants and because 
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private plants are located in large cities where the 
standard of wages is higher, the difference would prob- 
ably be the other way. Any conclusions in this field 
must be unreliable. Practically no studies have been 
made of the subject and no one knows the facts. 

The final chapter is a summary of the advantages of 
municipal ownership: that it eliminates the conflict of 
private and public interests; that the city can borrow 
money at a lower rate of interest; that a public plant 
does not have to pay dividends on watered stock; that 
under complete municipal ownership there would be no 
dividend or interest charges at all; that the enormous 
cost of "regulation'' is saved; that public utiUties can 
be more readily co-ordinated; that rates are lower; and 
that, whatever profits there are, go to the public and 
not to private hands. 

The pamphlet is, of course, frankly propaganda. Mr. 
Thompson has, however, treated the subject in a thor- 
ough manner. References to soiu'ces are in most in- 
stances clearly stated and whatever conclusions he 
reaches are illuminated with a wealth of statistical 
material. Numerous tables are included in the text. 
The evidence presented is almost entirely on the side 
of public ownership. But, at all events, this is the most 
exhaustive treatment of the subject which has yet 
appeared. 

E. C. 

PUBLIC OWNERSHIP POSSIBILITIES IN 
NEW YORK 

On November 6 no less than 439,460 out of a total of 
642,445 voters in New York City cast their ballots in 
favor of candidates pledged to the public ownership 
and operation of all public utiUties, while no less than 
688,767 voted thus indirectly for the municipalization 
of the remaining private water and electric (pipe) sub- 
way companies in the city. Judge John F. Hylan, 
Democratic, who was elected by the largest pliu-ality 
in the city's history, ran for oflBce on a platform which 
declared: "specifically we are in favor of public owner- 
ship and operation of all public utihties including trac- 
tion, gas, electric and the telephone." Morris Hillquit, 
Socialist, who ran a close third with 142,178 votes, 
went before the people on a platform demanding "that 
the city take over and democratically operate all gas 
works, electric light, heat and power plants, ferries, 
street car lines, elevated railways, subways, telephone 
lines and other public utiUties within the city limits." 
The platform of John Purroy Mitchel, the present 
mayor, who received 149,307 votes, declared in favor 
of the city ownership of pipe subways and the seven 
small private water companies still doing business. 

The value of the poll as an acciu-ate test of public 
ownership sentiment is, of coiu'se, open to question. 



Judge Hylan's campaign speeches were almost studied 
in their avoidance of this issue. He made no pretense 
of winning votes either by its advocacy in general or in 
concrete cases. His campaign rarely rose above the 
level of personal attacks on Mayor Mitchel and the 
integrity of his administration. The Mayor, on the 
other hand, gave over most of his energy to attempted 
demonstrations of the personal disloyalty to the United 
States of his opponents and to the international situa- 
tion in general. Mr. Hillquit was the only candidate 
who deliberately featiu'ed his public ownership program. 
The Republican and Democratic party platforms in fact 
bore little direct relation to the active campaign. In 
so far, therefore, as public ownership was not made a 
real issue, the result falls short of an interpretation of 
public sentiment in its favor. 

Then, too, numbers of Mayor Mitchel's followers 
refused to take the Democratic platform seriously. To 
them the issue was Fusion, against Tammany, good 
government against corruption, righteousness against 
iniquity. Municipal ownership was to them a red 
herring; an empty phrase to catch the masses. This 
attitude probably explains in part the failure of Fusion 
speakers to go out of their way in attacks on this part 
of their Democratic opponent's program, and their 
insistence on his personal disqualifications for oflSce. 

But now that the personahties have been spent, the 
issues begin to emerge. The pubhc becomes aware that 
the next administration is definitely pledged not to 
economic reform but to economic revolution; the aboli- 
tion of private property in municipal public utiUties. 

An attempt was made previous to the election to dis- 
close the magnitude of the changes implicit in the 
Democratic platform; but at the time it received scant 
attention. Dr. Milo R. Maltbie, City Chamberlain 
under Mayor Mitchel, and formerly Public Service 
Commissioner, had been requested to prepare an esti- 
mate of "the cost of acquisition by the City of New 
York of all public utihties." This estimate appeared 
on October 8 in the form of four tyi>ewritten sheets. 
The result of the election has made this document one 
of immediate and practical importance. Under the 
circumstances it deserves quotation at length: 

Dr. Maltbie states that: 

Eliminating all inchoate companies and those which 
do not have any appreciable amount of property in the 
public streets (such as stage, baggage, transfer and 
express companies), there are at least 140 pubhc utiKty 
companies all or part of those whose property Ues within 
the City of New York. These companies may be 
classified as follows: 

Gas corporations 17 

Electric corporations 10 

Electrical subway companies 2 

Gas and electric corporations 8 
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Water companies 7 

Street railway companies 50 

Electric supply and street railway com- 
panies 1 

Rapid Transit companies (elevated and 

subway) 5 

Steam and electric railroads 21 

Telephone company 1 

Wire companies 16 

Steam and refrigerating companies 7 

Conservatively estimated, the cost of acquiring the 
physical property of the principal local utilities, exclud- 
ing companies which do a large business outside of the 
city, would be at least $840,000,000, distributed among 
the following groups: 

Gas property $150,000,000 

Electrical plants 110,000,000 

Electrical subways 30,000,000 

Water works 6,500,000 

Street railways 180,000,000 

Elevated roads and subways 

(company investment only) 361,000,000 
Steam and refrigerating plants 2,500,000 

The estimate for elevated roads and subways includes 
only the property actually belonging to the private 
companies and the investment which they are making 
in city-owned lines. It does not include any of the 
property or the contributions of the city. 

An estimate of the cost of the property of railroads, 
telephone, telegraph and other wire companies which 
perform more Qian a local business, is much more un- 
certain. It is probable that the cost of their property 
within the city of New York, without any allowance 
for severance damages, would exceed $350,000,000. 

If these estimates are correct, the cost of acquiring 
the property of all publip utilities in Greater New York 
would be at least $1,190,000,000. 

These estimates are based not upon war prices for 
materials and labor, but upon average prices prior to 
the war. If the appraisal were based upon present war 
prices, the cost of the physical property alone would 
doubtless exceed $1,250,000 for local utilities and 
$1,800,000,000 for all pubhc utihty properties within 
the city. 

These estimates are not based upon the earning 
power of the property or upon the assumption that the 
city would be obhged to pay for franchises; they are 
merely appraisals of the physical property without 
regard to earnings or franchises. 

But most of the franchises are perpetual, and with 
few exceptions, the only way the city could acquire the 
property, would be by agreement or by condemnation 
proceedings. 

The city does not now have general power to con- 
denm pubhc utihties, but the legislature could give it 
this power. It is doubtful, to say the least, whether 
the state would give the city power to acquire the 
terminals of transcontinental systems. 

However, assuming that the power were granted, 
the price paid by the city in condemnation proceedings 
would greatly exceed the cost of the physical property. 
This might not be true in every case; but in certain 
cases {e. g. subway and elevated roads), the additional 



cost would be extremely large. Just what the total 
increase would be cannot be fixed with any degree of 
definiteness, but probably not less than 30 per cent. 
This would increase the cost of local utilities to $1,100,- 
000,000. 

In the case of railroads, telephone, and telegraph 
systems, there would be severance damages to con- 
sider in addition to perpetual franchises. These would 
doubtless raise the cost for these properties to $500,- 
000,000, and perhaps more. 

Upon this basis, the total cost would be $1,600,000,- 
000. Probably the total, with all considerations in 
mind, would run from $1,600,000,000 to $2,000,000,000. 

It is, to say the least, doubtful whether Dr. Maltbie 
has not erred by including in his estimate the property 
of interstate railways and wire companies doing a local 
business within the city Umits. It would seem that no 
ambiguity of the platform's phrasing could be turned 
into an advocacy of municipal ownership let us say of 
the Grand Central Station and that part of the New 
York Central's right of way within the city Umits, or 
those wires and oflSces of the Western Union Telegraph 
Co. that happened to be in New York City. It seems 
only fair, then, to exclude from the estimate the value 
of this class of property. Dr. Maltbie has not stated 
the basis for his valuation or the sources from which 
his figures were obtained. Assuming, however, that 
his figures are substantially acciu*ate, it would cost the 
city of New York some $1,100,000,000 to acquire at 
once its local utihties. This is including the extra cost 
involved in condenmation proceedings but excluding 
the increase due to war prices. The magnitude of the 
figure is emphasized by comparison with the total 
bonded indebtedness of the city at present which is 
$1,219,383,995 (Estimate by Controller Prendergast). 

Any wide fulfilment of the Democratic party's plank 
during the next Tfew years is, of course, at least doubt- 
ful. Many ardent beUevers in municipal ownership 
declare it would even be undesirable. They claim that 
no "Tammany administration" would have either the 
will or the wish to operate a municipal business enter- 
prise eflSciently and for the benefit of the public at 
large. Such behevers would rather see no pubhc own- 
ership than pubhc ownership a failure. At all events it 
seems that they have httle ground for apprehension. 
The city has no general legal authority under the charter 
to condemn private property for pubhc use, nor has it 
the power to operate any of its major pubhc utihties. 
Any action in this direction would necessitate radical 
changes in the city charter by the state legislature. 
But the Democratic party is in the minority at Albany. 
The Repubhcans are in control of the executive and 
both houses of legislature. They would not, it may be 
safely assumed, stand sponsor to any radical change 
proposed by their fMDhtical opponents in the largest 
city of the state. E. C. 
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DIGESTS OF DECISIONS AND ORDERS OF RAILWAY AND 

UTILITIES COMMISSIONS 



Beginning with the October issue of last year 
^^The Utilities Magazine" is publishing the syllabi 
of the cases and digests of the orders issued by the 
regulating utility commissions of the United States 
including the Interstate Commerce Commission 
and the various state railway and public service 
commissions. In each case credit is given to the 
person who prepares the notes. All those who 
prepare the notes are members of the staff of the 
various conmiissions except where any business 
or occupation of the writer is stated. 

The following individuals have been designated 
to prepare the syllabi and digests for the commis- 
sions indicated : 

Charles H. Farrell, the Interstate Commerce Commission 
Atticus MuUin for the Alabama Public Service Commission 
F. A. Jones for the Arizona Corporation Commission 
Frederic O'Brien for the Raihoad Commission of California* 
George R. Flannigan for the Public Utilities Commission of 

Colorado 
Louis G. Thompson for the Railroad Commission of Florida 
J. P. Pope for the Public Utilities Commission of Idaho 
Harleigh H. Hartman for the Public Utilities Commission 

of Illinois 
Carl H. Mote for the Public Service Commission of In- 
diana 
Thomas H. Boylan and Howard S. Phelps for the Iowa 

Board of Railroad Commissioners 
B. N. Gordon for the Kentucky Railroad Commission 
Henry Jastremstd for the Railroad Commission of Louisiana 
William B. Skelton for the Public Utilities Commission of 

Maine 
£• H. Barber for the Massachusetts Beard of Gas and 

Electric Light Commissioners 
Charles E. Mann for the Massachusetts Public Service 

Commission 
Thomas Yapp for the Minnesota Railroad and Warehouse 

Commission 
W. H. Bohling for the Missouri Public Service Commission 
Charles P. Cotter for the Public Service Commission of 

Montana 
Miss E. Eugenia Stone for the Public Service Commission 

of Nevada 
Miss Alma E. Nilson for the Public Service Commission of 

New Hampshire 
H. S. Clancy for the State Corporation Commission of New 

Mexico 
Louis Roth for the New York Public Service Commission — 

First District 
J. A. Little for the North Dakota Board of Railroad 

Commissioners 
Henry G. Hodges, City Club of Cleveland, the Public 

Utilities Commission of Ohio 
Paul A. Walker for the Oklahoma Corporation Commission 



Clyde L. King, University of Pennsylvania, Railroad 

Commission of Oregon 
Miss Willie Fields for the Tennessee Railroad Commission 
Edward T. Paxton, University of Texas, Railroad Com- 
mission of Texas. 
Neil D. Clawson for the Vermont Public Service Commission 
J. Sydney Fitzgerald and Judson C. Dickerman for the 

Virginia State Corporation Commission 
J. H. Brown for the Public Service Commission of Wash- 
ington 
R. Dennis Steed for the Public Service Commission of 

West Virginia 
Richard S. Ely for the Railroad Commission of Wisconsin 
H. A. Floyd for the Public Service Commission of Wyoming 
Also the Public Utilities Commission of District of Coltmibia 
Board of Public Utility Commissioners of New Jersey 

Other amiouncements will be made later as the 
list expands. Suggestions and assistance are 
solicited. It is hoped that this new department 
will correlate effectively through the Utilities 
Bureau itself a public body the work of all these 
public service commissions. We have arranged 
the states alphabetically. 

THE INTERSTATE COMMERCE COMMISSION 

Chables H. Fabrell 

Opinion No. 4760 

No. 9563 

Globe Gbain & Milling Compant 

V. 

Los Angeles & Salt Lake Bailboad Company 
Submitted May 24, 1917. Decided October 1, 1917 
Collection of a charge of $2.50 per car for switching 130 cars of 
wheat in Los Angeles, Cal., found to have been without tariff au- 
thority. Reparation awarded. 



Opinion No. 4761 
Livestigation and Suspension Docket No. 990 
Waco, Tex., Switching 
Submitted May 24, 1917. Decided October 1, 1917 
Proposed elimination of two industries from list of industries on 
the Missouri, Kansas & Texas Railway of Texas within the switching 
limits of Waco, Tex., and the establishment at these points of pre- 
pay stations whereby increased charges would result on certain in- 
terstate shipments foimd not justified, and suspended schedules 
ordered to be canceled. 



Opinion No. 4762 

No. 9411 

Westebn Pine Manijpactubebs' Association bt al. 

V, 

Cincinnati, Indianapolis & Westebn Railboad Company et al. 
Submitted June 19, 1917. Decided October 1, 1917 
1. The fact that through rates are composed of the aggregates of 
intermediate rates does not in itself establish their unreasonableness. 
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2. Rates on lumber and lumber products from the inland empire 
to central freight association territory not shown to be unreasonable, 
unjustly discriminatory, or unduly prejudicial. 

S. Minimum weights not shown to be unreasonable. 



Opinion No. 4763 

No. 0423 

Henrt £. Meekeb 

V. 

Centbai. Railroad Company of New Jersey 
Submitted June 18, 1917. Decided October 1, 1917 
Upon complaint that defoidant's demurrage rules applicable at 
Elizabethport, N. J., on coal in carloads for transshipment by vessels 
are unreasonable; Held, That, following Peale, Peacock & Kerr v. C 
R. R. cfN. J., 18 1. C. C, 25; Plymmdh Coal Co. v. D.,L, & W. R. R. 
Co., 36 1. C. C, 76; and Red Ash Cod Co. v. C. R. R. of N. J., 37 1. C. 
C, 460, the regulations are reasonable. Complaint dismissed. 



Opinion No. 4764 

No. 9328 

Lake Charles Rice Milling Company of Louisiana 

9. 

Southern Pacific Company bt al. 
Portions of Fourth Section Applications Nos. 378, 461, 607, 
793, 1481, 1771, 3480, 4483, and 4644 
Submitted June 11, 1917. Decided October 1, 1917 

1. Rates on rough rice from California points to Lake Charles, 
La., and on dean rice from Lake Charles to trunk line and Atlantic 
seaboard points not shown to be unreasonable or imduly preferential 
or prejudicial. 

2. Charges on certain shipments which exceeded those that would 
have accrued on the basis of the aggregates of the intermediate rates 
f oimd unreasonable and reparation awarded. 

3. Fourth section relief denied. 



Opinion No. 4765 

No. 75831 
HuL&os & Hart 

V. 

Atchison, Topeka & Santa Fe Railway Company 
Submitted November 2, 1916. Decided October 1, 1917 
Following Boardman Co. v. S. P. Co., 37 1. C. C. 81, reparation de- 
nied on account of charges collected by defendants for switching 
interstate carload traffic to and from industries located upon spurs 
and side tracks within the switching limits of San Francisco and 
Los Angeles, Cal., and other points. Complaints dismissed. 



Opinion No. 4766 

No. 9234» 

New York Produce Exchange 

9. 

Baltimore & Ohio Railroad Company et al. 
Submitted April 7, 1917. Decided October 1, 1917 

1. Reconsignment charge of $2 per car established as an incentive 
to the direct billing of carload freight to places of final delivery within 
New York lighterage limits, and having for its object the relief of the 
congestion and car shortage situation at New York, found justified. 

2. Rule that a shipper from an interior point in the United States 

^ The report also embraces No. 7588, with Sub-Nos. 1 to 29, inclusive; 
7206, with Sub-No6. 1 to 8, inclusive; and No. 7597, with Sub-Nos. 1 to 25, 
inclusive. 

' This report also embraces No. 9247, Same v. BalHmare & Ohio Railroad 
Company et al.; No. 9275, Same v. Baliimare & Ohio Railroad Comp<m^ e^ qjt.; 
and No. 9317, Same v. Baltimore d; Ohio Railroad Company et al. 



must, as a condition precedent to the issuance of a through export bill 
of lading, guarantee the payment of such storage charges as may ac- 
crue at New York after the expiration of free time, foimd justified. 

8. Rule that carload freight moved to New York as domestic 
traffic and subsequently exported can not be accorded the benefit of 
the more liberal storage charges and regulations applicable to export 
traffic, which rule was designed to prevent the circumvention of 
embargoes against the movement of freight to New York before 
ship space is secured, found justified. 



Opinion No. 4767 

Investigation and Suspension Docket No. 928 

Vegetable Oiu3 Transportation 

Submitted March 14, 1917. Decided October 1, 1917 

Proposed rule requiring shipments of China wood oil and soya 

bean oil in wooden packages, in carloads to be in iced refrigerator 

cars, during the period from April 1 to October 81 each year; and 

requiring the shipper to deliver to the carrier a sworn weigher's 

certificate with each shipment, found not justified, and suspended 

tariffs required to be canceled. 



Opinion No. 4768 

No. 9498 

West Virqinia Rail Company 

V. 

Chesapeake & Ohio Railway Company bt al. 
Submitted June 6, 1917. Decided October 2, 1917 

1. Rates on light steel rails in carloads from Huntington, W. Va.» 
to New York, N. Y., Philadelphia, Pa., Baltimore, Md., and eastern 
basing points, applied on shipments for domestic consumption* 
found to have been and to be unreasonable to the extent specified 
in the report. Reparation awarded. 

2. Rates on light steel rails in carloads from Huntington, W. Va., 
to the above eastern ports, when for export, not found to have been 
unreasonable, or imduly prejudicial in respect of transportation 
initiated by the Chesapeake & Ohio Railway Company, but held to 
have been unduly prejudicial on traffic originated by the Baltimore 
& Ohio Railroad. 

8. Export and domestic rates to the ports, for the future, permit- 
ted to be established on the basis voluntarily pr(^>osed by defendants. 



Opinion No. 4769 

No. 9010 

MiNNEAPOLiB Traffic Association 

V. 

Chicago, Milwaukee & St. Paul Railway Company et ai». 
Submitted March 1, 1917. Decided October 2, 1917 
Transit rules at Minneapolis, Minn., applicable to shipments of 
grain and the rates resulting therefrom not shown to be imjust, un- 
reasonable, unjustly discriminatory, or unduly prejudicial. Com- 
plaint dismissed. 

Opmion No. 4770 

No. 8608 

Weis-Pbterson Box Company 

V. 

Mobile k Omo Railroad Company et al. 
Fourth Section Applications Nos. 21S8, 2045, 1548, 1952, 458, 
S965, AND 2060 
Submitted October 24, 1916. Decided October 1, 1917 
Carload rates on egg-case material in shook form from Cairo^ 
Dl., to points in Kentucky and Tennessee found to be unduly preju- 
dicial to Cairo. 
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Opinion No. 4771 

No. 9075 
State op Iowa 

V, 

Wabash Railway Compant et al. 
Portions of Foubth Section Application No. 1948 

Bt W. H. Hosbier, Agent 
Submitted January 5, 1917. Decided October 2, 1917 
Upon complaint that commodity rates between Peoria or Spring- 
field, m., and Des Moines and other designated interior Iowa cities 
as published in western trunk line tariff I. C. C. No. A-588 are not 
in compliance with the fourth section order of the Conmussion in 
Des Moines Commodity Rates, S4 I. C. C, 281; and that they are 
unreasonable and imduly prejudicial; Held, That while the fourth 
section order in the case referred to has in terms been complied with, 
tbe finding of the Commission in that case has not been followed; 
that the maintenance of higher rates between Peoria or Springfield and 
the designated interior Iowa cities than between Peoria or Springfield 
and St. Paul is unduly prejudicial; and that the rates in other re- 
spects are not found unreasonable. Fourth section relief denied. 



Opinion No. 4772 

No. 6969» 

New Orleans Cotton Exchange 

V. 

LoxTisYiLLB & Nashville Bailroad Company 

Submitted May 29, 1917. Decided October 1, 1917 
1. The maintenance of provisions for concentration of cotton at 
Atlanta, Ga., from points on the Atlanta division of the Louisville 

* The report in this case also includes No. 7147, New Orleans Cotton Ex- 
dutnge v. Central of Oeorgia BaUway Co, et al.; No. 7070, Same v. Southern 
Railtoay Co. et al.; and No. 80S5, New Orleans Joint Traffic Bureau v. Mo- 
bile & Ohio R. R. Co. et al.; and those portions of the following fourth section 
applications by which authority is sought to continue lower rates on cotton 
from points in the states of Vir^ia, North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, Temiessee, and in Louisiana east of 
the Mississippi River, to Atlantic and Gulf ports and to Ohio and Missis- 
sippi river crossings than the rates contemporaneously applicable from intei^ 
mediate points: 461, Alabama Great Southern Railroad Company; 542, 
Alabama & T^cksburg Railway Company; 1024, Atlanta & West Point 
Railroad Company; 972, Atlanta, Birmingham & Atlantic Railway Com- 
pany; 70S, Atlantic Coast Line Railroad Company; 540, Chattanooga Si 
Southern Railroad Company; 1477, 1478, and 1479, Carolina, Clinchfield 
& Ohio Railway; 15S0, Central of Georgia Railway Company; 703, Charles- 
ton & Western Carolina Railway Company; S965, Cincinnati, New Orieans 
& Texas Pacific Railway Company; S918, Georgia Raihroad; 2025, Georgia 
Southern & Florida Railway Company; 4048, Georgia Southwestern & Gulf 
Railroad Company; 484, Gulf & Ship Island Railroad Company; 2045, 
Rlinois Central Railroad Company; 1952, Louisville & Nashville Railroad 
Company; 2284, Macon & Birmingham Railway Company; 782, Macon, 
Dublin & Savannah Railroad Company; 2138, Mobile & Ohio Raihx)ad 
Company; 458, NashviDe, Chattanooga & St. Louis Railway; 602, New 
Orleans & Northeastern Railroad Company; 4948, New Orleans, Mobile & 
Chicago Railroad Company; 1594, Richmond, Fredericksburg & Potomac 
Railroad Company; 1573, Seaboard Air Line Railway Company; 1548, 
Southern Raflway Company; 3912, Tennessee Central Railroad Company; 
601, Vicksburg, Shreveport & Pacific Railway Company; 915, Virginia & 
Southwestern Railway Company; 458, Western & Atlantic Railroad Com- 
pany; 1021, Western Railway of Alabama; 2043, Yazoo & Mississippi 
Valley Railroad Company; 2222, Southern RaOway in Mississippi; and 
1555, MissiBsippi Central Railroad Company. 



& Nashville Railroad for reshipment to south Atlantic ports and 
denying concentration at that point when for reshipment to New 
Orleans found unduly prejudicial to New Orleans. The mainte- 
nance of provisions for concentration at Montgomery and Selma, 
Ala., when for reshipment to Mobile and Pensacola, and the denial 
of such concentration at these points when for reshipment to New 
Orleans found imduly prejudicial to New Orleans. The mainte- 
nance of provisions for concentration at Pensacola when for reship- 
ment to eastern cities and the denial of such concentration at 
Pensacola when for reshipment to New Orleans foimd not unduly 
prejudicial to New Orleans. 

2. The maintenance of rates on uncompressed cotton in connection 
with the phrase "with privilege to carrier of compressing" not 
shown to have produced undue prejudice against shippers or the port 
of New Orleans. 

3. Rates on cotton from points on the Southern Railway within 
a radius of 800 miles from New Orleans found unreasonable in those 
instances in which they exceed 50 cents per 100 poimds. 

4. Proposed relation of rates from cotton-producing territory in 
Tennessee, Mississippi, Alabama, and Georgia to New Orleans and 
Mobile found not unduly prejudicial to New Orieans. 

5. Proposed relation of rates from cotton-producing territory in 
Tennessee, Mississippi, Alabama, and Georgia to south Atlantic 
ports on the one hand and to New Orleans on the other not shown to 
be unduly prejudicial to New Orieans. 

6. Relief from the fourth section afforded as to rates on cotton 
from points on the Mississippi River and its tributaries and Mobile, 
Ala., to Ohio River crossings, south Atlantic ports. Gulf ports, and 
eastern cities. 

7. Relief from the fourth section afforded as to rates on cotton 
from interior junction points to Gulf ports, Ohio and Mississippi 
river crossings, south Atlantic ports, and eastern cities via routes 
which are circuitous to the extent of 1 5 per cent or more. 

8. Relief from the foiu*th section afforded as to rates on cotton 
between Gulf ports and south Atlantic ports and from south At- 
lantic ports to eastern and Virginia cities. 

9. Relief from the fourth section denied as to rates on cotton from 
interior junction points to Ohio and Mississippi river crossings. Gulf 
ports, south Atlantic ports, eastern and Virginia cities, via all routes 
that do not exceed the direct lines from and to the same points by 
more than 15 per cent except in certain instances described in tbe 
report. 



Opinion No. 4773 

No. 82971 

Acme Cement Plaster Company 

Akron, Canton & Youngstown Railway Company bt al. 

Submitted April 20, 1917. Decided October 2, 1917 

, Defendants* carload rates on gypsum hollow building tile from 
Grand Rapids, Mich., to points on and east of the Mississippi River 
and on and north of the Ohio River as far east as the eastern bound- 
ary of central freight association territory, found to subject com- 
plainants and their traffic to undue prejudice and disadvantage and 
to give to the contemporaneous shippers of clay hollow building tile 
and their traffic, between the same points, an imdue preference and 
advantage. These cases will be held open on the question of damage 
and the claim to an award of reparation. 

* This report also embraces No. 8S86, American Cement Plaster Company v. 
Michigan Central Railroad Company et al. 
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Opinion No. 4774 
No. 8817 
Peshtigo Lumber Company • 

V. 

Wisconsin Northwestern Railway bt al. 
Submitted January 20, 1917. Decided October 6, 1917 
Claims for reparation on accoimt of the alleged misrouting of 
vlLiious shipments of saw logs from Taylor's Rapids, Wis., to Pesh- 
tigo, Wis., over an interstate route, denied. Complaint dismissed. 



Opinion No. 4775 
No. 9047 
CAMPBEUi & Cleaver 

V. 

St. Louis & San Francisco Railroad Company bt al. 
Submitted December 5, 1916. Decided October 6, 1917 
Concentration and compression service at Lawton, Okla., can- 
celed and subsequently restored, found to have resulted in im- 
reasonable charges for the transportation of cotton from Davidson 
and Snyder, Okla., to Texas City, Tex., and New Orleans, La., 
for export. Reparation awarded. 



Opinion No. 4776 

No. 9048 

Blatchford Calf Meal Factory 

Elgin, Joliet & Eastern Railway Company bt al. 
Submitted January 25, 1917. Decided October 6, 1917 
Rates on live-stock feed in carloads and on Uve-stock feed and 
poultry feed in mixed carloads from Waukegan, Bl., to various 
destinations in western trunk line territory found to have been un- 
reasonable. Reparation awarded. 



Opinion No. 4777 

No. 9266 

Curtis & Yale Company 

V, 

Chicago & Northwestern Railway Company et al. 
Submitted March 10, 1917. Decided October 6, 1917 
Carioad of sash and doors from Wausau, Wis., to Girardville, 
Pa., found not to have been misrouted. Complaint dismissed. 



Opinion No. 4778 

No. 9420 

Syracuse Chamber of Commerce, for Syracuse Ornamental 

Company 

V. 

Michigan Central Railroad Company et al. 
Submitted March 26, 1917. Decided October 6, 1917 
Rate on wet wood pulp in carloads from Detroit, Mich., to Syra- 
cuse, N. Y., found to have been unreasonable. Reparation awarded. 



Opinion No. 4779 
No. 9280 
Chas. S. Weisse k Company 

V, 

Chicago & Northwestern Railway Company et al. 
Portion of Fourth Section Application No. 3786 
Submitted January 22, 1917. Decided October 9, 1917 

1. Rate on harness leather in less than carloads from Sheboygan 
Falls, Wis., to St. Louis, Mo., found to have been unreasonabte^ 
Reparation awarded. 

2. Fourth section relief denied^ 



Opinion No. 4780 
No. 9056 

Acme Steel Goods Company 

V. 

Atchison, Topeka & Santb Fe Railway Company et al. 

Submitted January 22, 1917. Decided October 6, 1917 
Present rating applied by defendants in the western classification 
territory on wood joint fasteners in less than carloads found to be 
unreasonable. 



Opinion No. 4781 
No. 9017 

C. L. Gray Lumber Company 

V, 

Mobile & Ohio Railroad Company bt al. 

Submitted January 23, 1917. Decided October 6, 1917 
Switching charges in addition to the line-haul charges on lumber 
from Suqualena, Miss., to various interstate destinations, milled 
in transit at Meridian, Miss., found to have been unlawfully col- 
lected. Reparation awarded. 



Opinion No. 4782 
No. 8811 

Prest-0-Lite Company, Incorporated 

V, 

Cincinnati, Hamilton & Dayton Railway Company bt al. 

Submitted December 15, 1916. Decided October 9, 1917 
Charges on acetylene gas cylinders in carloads from Speedway, 
Lid., to Atlanta, Ga., found unreasonable to the extent that the 
charges for the haul from Cincinnati, Ohio, to Atlanta exceeded 
those that would have accrued at the sixth-class rate of 41 cents per 
100 poimds. Reparation awarded. 



Opinion No. 4788 
No. 8876 

FARBfERS Elevator & Mercantilb Company 

r. 
Missouri Pacific Railway Company bt al. 

Portion of Fourth Section Application No. 4220 

Submitted June 80, 1916. Decided October 6, 1917 

1. Rate on nut coal in carloads from Krebs, Okla., to Brown 
Spur, Eans., foimd unreasonable. Reparation awarded. 

2. Fourth section relief denied. 



Opinion No. 4784 
No. 88S4 

Barrett Manufacturing Company 

V, 

Atchison, Topeka & Santa Fb Railway Company bt al. 

Submitted May 18, 1916. Decided October 9, 1917 
Carload rates of 88 cents per 100 pounds on coal tar, in barrels, 
or in tank cars, between Utah common points and Colorado com- 
mon points, and on coal-tar pitch, in barreb, from Utah common 
points to Colorado common points, found to be imreasonable. 
Hates of 30 cents per 100 pounds prescribed as reasonable maximum 
rates for the future. 
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Opinion No. 4785 

No. 9240 

F. S. Dbwist 

V, 

Chicago, Milwaukeb k St. Paul Railway Company 

Submitted March 28, 1917. Decided October 6, 1917 

Carload rates on timothy seed and flaxseed from Mott, N. Dak., 
to Minneapolis, Minn., not shown to have been mureasonable. 
Shipment fomid to have been overcharged and reparation awarded. 



Opinion No. 4786 

No. 9118 

J. J. Newmak Litmbeb Company 

V. 

New Orleans & NoBTHwxsTEBN Raelsoad Company BT AL. 

Submitted Maich 6, 1917. Decided October 6, 1917 

Demurrage charges at New Orleans, La., on 11 carloads of lum- 
ber, shipped from Hattiesbiu^ and Sumrall, Miss., to New Orleans 
for export found to have been unlawfully assessed. Reparation 
awarded. 



Opinion No. 4787 

No. 9228 

W. N. Matthews k Bbotheb 

V. 

Chicago & Eastern Illinois Railboad Company et al. 

Submitted May 28, 1917. Decided October 12, 1917 

Double first-dass rating in the oflicial and western classifications 
on incandescent lamp guards, not nested, not shown to be unreason- 
able. Complaint dismissed. 



Opinion No. 4788 

No. 7158* 

Nebbabka Bridge Sxtpply k Lumber Company 

V. 

Nashville, Chattanooga k St. Lotus Railway et al. 

Submitted March 30, 1916. Decided October 9, 1917 

On rehearsing, rates on low-grade cedar logs in carloads from cer- 
tain points in Alabama, Tennessee, and Georgia, to Atlanta, Ga., 
foimd to have been unreasonable, and reparation awarded. 



Opinion No. 4789 

Investigation and Suspension Docket No. 1006 

Milwaukee Switching Absorption 

Submitted May 17, 1917. Decided October 9, 1917 

Absorption by the Pere Marquette Railroad of intermediate 
switching charges at Milwaukee, Wis., on bituminous coal in car- 
loads moving to Milwaukee over its line and destined to points be- 
yond over the Chicago & Northwestern Railway, found to have been 
without tariff authority. Orders of suspension vacated. 

iTiaaTepoTta}Boemhnoe8'So.70lS, Nebraska Bridge Supply A Lumber 
Company v. Alabama Or eat Southern Railroad Company et al. 



Opinion No. 4790 

No. 8919 

Henry F. Kath Company, Incorporated 

V. 

Alabama, Tennessee & Northern Railway et al. 
Portion of Fourth Section Application No. 2188 

Submitted September 29, 1916. Decided October 12, 1917 

1. Charges on three carloads of mussel shells from Cochrane, 
Ala., to Muscatine, Iowa, foimd to have been unreasonable. Rep- 
aration awarded. 

2. Fourth section relief denied. 



Opinion No. 4791 

No. 88551 

Crown Willamette Paper Company 

V. 

Southern Pacific Company et al. 

Portions of Fourth Sechon Applications Nos. S49, 708, 1296, 
1530, 1548, AND 2045 

Submitted December 5, 1916. Decided October 9, 1917 
On complaints attacking the rate applied from Jacksonville, Fla., 
to Sanford, Fla., on unprinted fruit wrapping paper in carloads 
from Camas, Wash., and Floriston, Cal., and various rates applied 
from Floriston to Jacksonville on the same traffic* destined to San- 
ford, HeW; 

1. Component from Jacksonville to Sanford not shown to have 
been or to be unreasonable or imduly prejudicial. 

2. Components from Floriston to Jacksonville foimd to have 
been unreasonable to the extent that they exceeded 88.5 cents per 
100 poimds. 

8. Reparation awarded. 

4. Fourth section relief denied. 



Opinion No. 4792 

No. 8996 
Swift k Company 

9. 

Union Pacific Railroad Company et al. 

Submitted January 29, 1917. Decided October 12, 1917 
Rate on packing-house products from South Omaha, Nebr., 
South St. Joseph, Mo., and Kansas City, Kans., to California 
terminal points not shown to have been unreasonable. Complaint 
dismissed. 



Opinion No. 4798 
No. 8924 

J. L. Eruoer Lumber Company 
r. 
St. Louis k San Francisco Railroad Company et al. 

Submitted June 8, 1917. Decided October 12, 1917 
Carload of nut coal from Scammon, Kans., to Abilene, Kans., 
moving interstate, not shown to have been misrouted. Complaint 
dismissed. 

^ The report also embraces No. 9078, Same v. Southern Pacific Company 
eldl. 
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Opinion No. 4794 
No. 9088 

GeOBGE £. COXTIJBOUBN ET AL. 

r. 
New York, Philadblphia k Norfolk Railroad Company et al. 

Portions of Fourth Section Applications Nob. 708, 928, 1074, 
1548, 1561, 1578, and 4578 

Submitted January 16, 1917. Decided October 12, 1917 

1. Rate on lumber in carloads from stations on the New York, 
Philadelphia & Norfolk Raibroad in Accomac and Northampton 
counties, Va., to Wilmington, Del., and Philadelphia, Pa., found to 
be unreasonable, and a reasonable maximum rate prescribed for the 
future. 

2. Fourth section relief denied. 



Opinion No. 4795 

No. 9812 

Pacific Coast Shippers Association et al. 

V. 

Northern Pacific Railway Company et al. 

Submitted May 1, 1917. Decided October 12, 1917 

Carload of fir lumber from Eagle Gorge, Wash., to Gordon, Nebr., 
found to have been misrouted. Reparation awarded. 



Opinion No. 4796 

No. 6902 

Van Duben Harrington Company 

Chicago, Milwaukee & St. Paul Railway Company et al. 

Submitted March 29, 1917. Decided October 12, 1917 

Charges on com in carloads from points in Iowa to Minneapolis, 
Minn., reconsigned thence to points in Califomia, based on combina- 
tion of rates to and from Minneapolis, found to have been illegal. 
Reparation awarded. 



Opinion No. 4797 

No. 8448 

Wallace-Smith k Company et al. 

V. 

Boston k Maine Railroad et al. 

Submitted September 18, 1916. Decided October 12, 1917 

Rating on horse blankets in o£Scial classification territory not 
shown to be unreasonable or unduly prejudicial. Complaint dis- 
missed. 



Opinion No. 4798 
No. 8451 
Bert Ramsey & Company et al. 

V. 

Atchison, Topeka & Santa Fe Railway Company et al. 

Submitted October 11, 1916. Decided October 12, 1917 

Rates on beer in carloads from St. Louis, Mo., and Milwaukee, 
Wis., to £1 Paso, Tex., justified. Complaint dismissed. 



Opinion No. 4799 
No. 8522 

New Era Milling Company 
r. 
Atchinbon, Topeka & Santa Fe Railway Cobipany 

Submitted June 80, 1916. Decided October 9, 1917 

Switching charges at Arkansas City, Kans., on a carload of 
wheat from Sterling, Kans., milled at Arkansas City and reshipped 
to Hartford City, Ind., found not to have been unlawful. Com- 
plaint dismissed. 



Opinion No. 4800 

No. 8585 

Alexander Brothers Lumber Company 

Pere Marquette Railroad Company et al. 

Submitted June 26, 1916. Decided October 12, 1917 

Demurrage charges at Detroit, Mich., on a carload of lumber 
from Cass Lake, Minn., found to have been illegally assessed. 



Opinion No. 4801 

No. 8609 

Mitchell, Lewis & Stayer Company 

V. 

Chicago, & North Western Railway Company et al. 

Submitted October 4, 1916. Decided October 12, 1917 

Rate on transplanters, other than tree transplanters, knocked 
down, without barrels, in less than carloads, from Racine, Wis., to 
Portland, Ore., foimd to have been and to be unreasonable to the 
extent that it exceeded or may exceed the contemporaneous second- 
class rate. Reparation awarded. 



Opinion No. 4802 

No. 8682 
O. C. Kindred 

V. 

CiNciNNAti, New Orleans & Texas Pacific Railway Company 

Submitted November 28, 1916. Decided October 12, 1917 

Defendant's refusal to place cars for loading on its spur track 
about 2§ miles south of Rockwood, Tenn., not shown to have been 
unjustly discriminatory or otherwise in violation of the act. Com- 
plaint dismissed. 



Opinicm No. 4808 

No. 8888 

Flanley Grain Company et al. 

V, 

Great Northern Railway Company et al. 

Submitted March 27, 1917. Decided October 12, 1917 

Rates on bulk com in carloads from Green Valley and Cotton- 
wood, Minn., to Kansas City, Mo., not shown to have been un- 
reasonable or otherwise unlawful. Complaint dismissed. 
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Opinion No. 4804 

No. 9088 

Temco Electric Motor Company 

V. 

Baltimore & Ohio Railroad Compant et al. 
Submitted January 4, 1917. Decided October 6, 1917 
Third-class rating in official classification territory on double 
coil springs in less than carloads not shown to have been or to be 
unreasonable or unjustly discriminatory. Complaint dismissed. 



Opinion No. 4805 

No. 9161 

J. P. Lewis Company 

V. 

LowYiLLE & Beaver River Railroad Company et al. 
Submitted January 24, 1917. Decided October 12, 1917 
Class and commodity rates between Beaver Falls, N. Y., on the 
Lowville & Reaver River Railroad, and points on the New York 
Central Railroad outside of the state of New York, higher than the 
corresponding rates to or from LowviUe, N. Y., the point of junction 
of the two lines, foimd not imreasonable or unduly prejudicial. 
Complaint dismissed. 



Opinion No. 4806 

No. 9181 

Continental Can Company 

V, 

Atlantic City Railroad Company et al. 

Submitted March 13, 1917. Decided October 9, 1917 

Rates on empty tin cans in carloads from Baltimore, Md., to 

Philadelphia, Pa., Camden, N. J., Hickman and Seaford, Del., 

Hancock, W. Va., Melfa, Va., and to Bethlehem, Md., moving 

interstate, f oimd to have been unreasonable. Reparation awarded. 



Opinion No. 4807 

No. 9202 

Creamery Package Manufacturing Company 

V. 

Kansas City Southern Railway Company et al. 
Submitted April 11, 1917. Decided October 12, 1917 
Reparation on egg-case fillers in carloads from Coffeyville, Kans., 
to Grentry, Ark., denied. Complaint dismissed. 



Opinion No. 4808 

No. 9207 

Southern Can Company 

V. 

Southern Railway Company et al. 
Submitted March 13, 1917. Decided October 12, 1917 
Rate on empty tin cans in carloads from Baltimore, Md., to 
North Wilkesboro, Elkin, Ronda, and Roaring River, N. C, found 
to have been unreasonable. Reparation awarded. 



Opinion No. 4809 

No. 8508 

Southern Lumber & Manufacturing Company 

V, 

Tennessee Railway Company et al. 
Submitted June 10, 1916. Decided October 12, 1917 
Rate on lumber in carloads from Nick's Creek, Tenn., to Cin- 
cinnati, Ohio, not shown to be unreasonable but found to be imduly 
prejudicial as compared with the rate from Norma, Tenn., to Cin- 
cinnati. 



COLORADO 

Public Utilities Commission 

Prepared for the Commission by George R. Flannigak 

Digest OF Decisions op Colorado Public Utilities 
Commission 

Promulgated in October, 1917 

Case 100 

City of Lamar 

V. 

Intermountain Railway, Light & Power Co. 

Complaint against rates and service for electricity in city of 
Lamar; value of property for rate-making purposes found; economies 
in operation recommended and suggested; special rates eliminated; 
schedules revised; held that (1) no allowance should be made for 
discount on securities; (2) allowance of 20 per cent for engineering 
and supervision on additions to property excessive; (3) deduction on 
account of depreciation should not be made for the reason that 
property is old, obsolete, inadequate or otherwise incapable of giving 
good service, that if only such items as are in use or useful are in- 
cluded, the element of depreciation will have been sufficiently taken 
into account insofar as wear and tear, obsolescence and inadequacy 
affect the fair value for rate-making purposes; (4) fair value for rate- 
making purposes may be different in amount when the depreciation 
reserve is set aside on the sinking fund basis than when it is set aside 
on the straight line basis; (5) amount of dq)reciation as determined 
by actual inspection has no bearing on the fair value of property for 
rate-making purposes; (6) treatment of depreciation, as well as the 
method of determining or measuring it, should not be the same in a 
purchase case as in a rate case, depreciation in a purchase case 
being similar to a mortgage, each being a liability assumed by the 
purchaser; (7) Commission has no jurisdiction over supervision or 
regulation of steam heating utilities; (8) where electric utility fur- 
nished steam from same plant, steam was a by-product of the electric 
plant and the revenues and expenses directly assignable to steam 
operations should be classed as non-operating; (9) in town where 
demand for steam heating was limited, electric utility utilizing ex- 
haust steam might with propriety supply such steam service at any 
rate it may choose so long as its total net revenues are not actually 
reduced thereby, under such conditions the value, rather than the 
cost of service, must govern in the establishing of rates for steam 
heating service; (10) it would be impossible to actually arrive at 
normal operating expenses of the utility and should be considered 
in determining reasonable rates due to increases in prices of fuel, 
materials, labor and other fluctuating expenses; (11) minimum 
charge to commercial lighting consumers should not exceed mini- 
mum charge for domestic service merely for the reason that the con- 
sumer is classed as a commercial user and a minimum monthly 
guarantee was prescribed based upon the consumer's connected load 
to apply to all consumers alike. 



Case 140 



In re Denver, Boulder & Western R. R. Co. Increase in 
Freight Rates 

Application of the Denver, Boulder & Western R. R. Co. to 
increase freight rates account increased cost in materials, supplies, 
labor, etc. Increase is granted according to schedules prescribed 
by Commission in order, but held that reasonable compensation for 
the service actually rendered is all that common carrier is entitled 
to ask from the public. 
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Application No. 5 

In re Crystal River & San Juan R. R. Co. Discontinuance 

Application of the Crystal River & San Juan R. R. Co. operating 
between Marble and Placita, Colorado, distance of 7.42 miles, to 
discontinue service operations temporarily, as railroad company was 
operated in conjunction with Colorado Yule Marble Company for 
purpose of transporting its product, and that such company had 
temporarily discontinued operations, that railroad nught discon- 
tinue its operations imtil April 1, 1918. 



FLORIDA 

Railroad Commission 

Prepared by Louis G. Thompson 

Order No. 575 

PUe No. 3875 

In the Matter of the Application of St. Petersburg Trans- 
portation Company for Authority to Increase Rates 
between Tampa and Ellenton and Intermediate Points 

The St. Petersburg Transportation Company authorized to 
increase freight rates between Tampa and Ellenton and the following 
intermediate points: Palmetto, Fla., Bradentown, Fla., Manates, 
Fla., Manavista, Fla., Ellenton, Fla., Palma Sola, Fla., Anna Maria, 
Fla., and Sneads Island, Fla. established as follows: 



In Cents per 100 Pounds 


Per 
Bbl. 


Per Ton 


1 2 S 4 56ABCDEFHK 


F 


L M 


25 28 23 22 22 22 20 12 10 10 20 20 20 13 


15 


1.10 1.30 


Per Car 


Per 
100 
Lbs. 


Std. Crate 50 lbs. 
Std. Bbl. or Sack 
Double Crate Rate 


Per Standard 
Box, 80 Lbs. 


NOP 


R 


V 


G 


21.50 15.50 13.00 


16 


10 


14 



The foregoing rates are not intended to apply to St. Petersburg or 
PassaGrille, Fla. 



Order No. 576 

File No. 3958 

In the Matter op the Application op the Ocklawaha Valley 
Railroad Company to Discontinue Operation 

The application denied. 



Order No. 577 

File No. T.244 

In the Matter of the Application for Increase in Telephone 
Rates at Gainesville, Florida 

The following schedule of rates for telephone service in Gainesville 
prescribed: 



Radiiu UnUndted 
from Service Contrads, 
Class of Service Central Rate (per month) 

Office Payable in 

Advance 
Rates Insidb EbccHANOB Areas. 

Wall Telephones, 

Business flat rate special line 1 mile $3.50* 

Business flat rate special line jt. user 1 .00 

Business flat rate special line inward 1 mile 2.00* 

Business flat rate two-party line 1 mile 3.00* 

Business flat rate two-party line jt. user 1 .00 

Business flat rate four-party line Smile 3.00* 

Business flat rate foui^party line jt. user 1 .00 

Business long distance toll terminal 1 mile 2.00* 

Business extension station 1.00* 

Business L. D. cab . 50* 

Residence flat rate special line 1 mile 2.00* 

Residence flat rate special line jt. user . 50 

Residence flat rate two-party line 2 mile 1 . 50* 

Residence flat rate two-party jt. user .50 

Residence flat rate foui^party line 2 mile 1 . 50* 

Residence flat rate four-party jt. user . 50 

Residence extension station 1 .00* 

Residence L. D. cab .50* 

Desk Telephones. 

For desk telephones instead of wall telephones add 25 cents to above rates 
marked with an asterisk, thus (*). 

Rates Outside Above Exchange Abeas. 

Add 43 cents per line per month to above rates for special, two-party, and 
four-party line service for each 1-4 mile or fraction thereof beyond the above 
radii or areas. This charge to be prorated between two-party and foui^ 
party line stations when applied thereto. This charge appKes in like manner 
to multi-party line service outside the exchange areas, prorated between sta- 
tions, widi basic chaiges the same as shown above for foui^party line service. 
This charge also applies in like manner to business long distance toll terminal 
service. 

Miscellaneous Rates. 

Business or residence extension bell $0 . 25 

Business or residence extension gong 50 

Business or residence additional listing dn directory .... 3.00 per annum 

Business or residence additional line in directory 3.00 per annum 

The rates hereby prescribed shall be effective on and after the 1st day of 
January, 1918. 



IDAHO 

Public Utilities Commission 

Prepared for the Commission by J. P. Pope 

Extension of Time to Complete Gas System, 

On October 26, 1917, the Commission granted the East Idaho 
Gas Company an extension of time from October 1, 1917, to July 
1, 1918, within which to complete the gas system to be constructed 
within the City of Idaho Falls, Idaho. This order was based upon 
a petition of the gas company showing unavoidable delays in secur- 
ing franchise from the City Council and in obtaining site for the 
gas plant. 

Certificate cf Convenience and Necessity, 

On October 22, 1917, the Commission issued a certificate of con- 
venience and necessity to the Idaho Transmission Company. This 
company was organized for the purpose of taking over and operat- 
ing the electrical transmission lines and distribution systems which 
have heretofore been operated by the Federal Mining and Smelting 
Company, the Green Hill-Cleveland Mining Company, Tamarack 
& Custer Mining Company, Consolidated Interstate Callahan Com- 
pany, and the Day Mining Company. The Conmiission found 
that the relative status of competing companies would not be 
changed by the granting of such certificate. 

Railroad Service, 

On October 26, 1917, the Conunission issued an order dismissing 
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the case of Boise Commercial Clvb v. Oregon Short Line Railroad 
Company, The complaint in this case alleged that the Oregon 
Short Line Railroad was not furnishing proper service in the ship- 
ment of freight from Boise, the principal complaint being unnec- 
essary delays in the shipment of such freight. An adjustment of 
these matters between the parties resulted in the order of dismissal. 



ILLINOIS 

Public Utilities Commission 

Prepared for the Commission by Harleigh H. Habtbian 

In the Matter of the Joint Petition op the Stark County 
Power Company and the Public Service Company of 
Northern Illinois Re Purchase and Sale of Electrical 
Property 

No. 6704, 6705, Oct. SI, 1917 

Valuation — Purchase and Sale — Capitalized Earnings. 

The Commission held that in fixing the value of property for sale 
purposes the earning power of the property might be taken into 
consideration, since the interest of the public is not the same in 
sale cases as in rate cases. 

ValtiaUon — Purchase and Sale — PuUic Interest. 

In rate cases the value under discussion is that upon which the 
utihty is to be allowed its return and it must be an equitable value 
as between the public and the utility. In sale cases, the public is 
vitally interested only in seeing that the property is not so crippled 
by indebtedness and fixed charges that its operation is precarious. 
The parties principally concerned are the purchaser and the seller. 

Vcdvaiion — Purchase and Sale — Price in Excess of Physical Value. 

Conditions may exist under which the purchaser may feel war- 
ranted in paying an amoimt in excess of the physical valuation of 
the property, for the reason that previous operation of the property 
may have been uneconomical and ineflicient, and the purchaser, 
therefore, has confidence in his ability to increase returns by eco- 
nomic management. 

Valuation — Purchase and Sale — Rate Making. 

The Commission would not be justified in permitting the building 
up of property and equipment accounts in a purchase and sale case 
which would be materially in excess of the value of the physical 
property, since such exaggerated accounts would necessitate unrea- 
sonable return in future rate cases. 

Valuation — Purchase and Sale — Security Issues. 

The Commission would not be justified in permitting the issuance 
of securities against a property in an amoimt materially in excess 
of the value of the physical property, since to do so would amount to 
a failure to protect the interests of the stock holders, who would 
naturally expect a return from the securities so issued. 

Purchase and Sale — Excessive Price — Amortization. 

The Commission authorized the purchase and sale of the property 
in the amount prayed for, which was in excess of the physical value, 
but declined to permit the inclusion of the entire amount in the 
property accoimts and in the capitalization of the purchasing utility. 
The utility was ordered to amortize the difference between the fair 
value for purchase and sale purposes and the amount of the author- 
ized purchase. 



In the Matter op the Petition op the Warren Light & Power 
Company Re Electric Rates 

No. 6956, October 31, 1917 
Operating Expenses — Salaries. 

The Commission refused to approve a salary accoimt wherein 
one man was credited with the work of two. The additional work 
was allowed for but not upon the same basis that it would have 
been had two men actually been employed. 

Operating Expenses — Coal. 

Allowance was made for the increase in coal prices, the figures 
being based upon the price fixed by the United States government. 

Return — Reward for Economic Management. 

An /increase in rates was allowed where the company had exer- 
cised good judgment, had maintained economic management and 
supplied satisfactory service, though the evidence indicated that the 
existing rate would yield approximately 7 per cent on the tentative 
valuation. 



In the Matter of the Complaint op Danvers Telephone 
Company v. Carlock Farmers' Telephone Company Re 
Switching Charge 

No. 6542, November 6, 1917 
Jurisdiction — Obligation of Contract. 

The Public Utilities Commission in the exercise of its rate-making 
powers may establish charges irrespective of or contrary to the terms 
of private contracts entered into by the utility regulated. 

Jurisdiction — Enforcement of Private Contracts. 

The Public Utilities Commission has no power to enforce private 
contracts, made by or with a public utility, as to what the rates of 
such utility shall be. 



In the Matter of the Petition of the Little York Electric 
Company Re Rates 

No. 6928, November 6, 1917 
Return — Reward for Economic Management. 

It is contrary to the policy of the Commission to determine upon 
an arbitrary rate of return to be allowed in all cases, since to do so 
would offer no incentive for economic and efficient operation, but 
would rather tend to discourage utility operators from exercising 
good judgment in the conduct of their businesses. 

Return — Increase through Economic Management. 

Where the Commission believe that the utility was not as eco- 
nomically operated as it might be, a return was allowed which would 
give the imdertaking a proper reward when the needed economies 
were put into operation. Suggestions were made concerning pos- 
sible improvements in management. 



In the Matter of the Petition op the Rockford Electric 
Company Re Heating Rates 

No. 6635, November 5, 1917 
Rates — Heating — Increase to Meet Operating Expenses. 

The Commission authorized the utility to file a heating rate 
schedule, which would provide an increase in gross revenue sufficient 
to meet the increased cost of coal to the utility. 
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Jurisdiction — Police Power — Obligation of Contract. 

The Public Utilities Commissioii in the exercise of the state 
police power through rate regulation is not required to establish 
rate schedules which will conform to the terms of existing contracts 
between the utility and its consumers. 

Valuation — Heating Plant — Apportionment of Cost. 

The Commission in fixing the valuation of the utility's property 
for rate-making purposes, where the utility operates a heating 
system in connection with its electrical property, must apportion 
the costs of material and supplies and the value of jointly used facil- 
ities between the heating and the electrical property. 

Service — Heating — Meter Rate — Flat Rate, 

The Commission believes that a meter rate is the only form of 
rate that will require the consumer to pay in proportion to the heat- 
ing service used by him, and also tend to eliminate any unnecessary 
waste of service. A flat rate does not encourage economy nor im- 
pose a penalty for waste of service. Such a rate is, in effect, dis- 
criminatory. 



IOWA 



Board of Railroad Commissioners 

Prepared for the Commission by Thomas H. Botlan 

Docket No. A-2617 

City op Fort Dodge, Iowa, Complainant, 

V. 

Minneapolis & St. Louis Railroad Company, Dependant. 
Decided July 24, 1917 

Viaduds over Railroad Tracks — Necessity for — Approval of Plans 
For. 
Complainant city passed a resolution of necessity requiring de- 
fendant railroad company, imder section 770 of the Code of Iowa, to 
build a portion of a proposed viaduct over its tracks and right of 
way. At a point where a viaduct is sought to be constructed de- 
fendant's tracks intersect Third Street in what is known as Soldier 
Creek Valley, which valley is between 500 and 600 feet wide. Sol- 
dier Creek is on the north side of said valley at the foot of a hiU 120 
feet high, 25 feet of which height is very precipitous, 40 or 50 feet 
very steep, the remainder of the height, more gradual in ascent. 
The railroad tracks are on the south side of the valley, about 25 feet 
higher than Soldier Creek. The hill immediately south of the 
tracks is about 50 feet higher than the tracks, 35 feet of which is 
very abrupt. The valley separates the main from a smaller part 
of the city. Held, the presence of the railroad tracks does not make 
necessary the proposed viaduct; that if there were no tracks in the 
valley the reason for the viaduct would still exist; that, if there is a 
necessity for the proposed structure it is because of the natural 
physical conditions for which the railroad company is not responsi- 
ble. {Citing State ex rel. City of St. Paul v. St. P. M. & M. Ry. Co. 
et. al., 64 N. W. (Minn.) 1140.) 

Viaducts — Construction of Statute, 

Section 770 of the Code, on which the proceeding is based, pro- 
vides the total expense of construction of such viaducts shall be 
borne by the railroad company, while the resolution of necessity 
passed by the complainant city required the railroad company to 
construct not to exceed 800 feet of the proposed viaduct, or about 
three-fourths of the total length. Held, a railroad located in a canyon 
across which it is impracticable to build a highway cannot be re- 
quired to build three-fourths of a viaduct from 46 to 80 feet high. 



made necessary by the natural contour of the earth, to which condi- 
tion the presence of the railroad tracks do not contribute. 

Viaducts — Construction of Statute. 

Section 2017 of the Code of Iowa provides that when a railroad 
crosses over or under an existing highway it shall put the road in as 
good repair and condition as before the alteration. Held, under the 
facts there is no violation of the provisions of this statute, no road 
being interfered with, the street existing of record, but where, in 
fact, there is no road. 

(On petition for rehearing of the above case, further evidence was 
introduced and arguments heard on September 6, 1917. Petition 
for rehearing dismissed.) 



Docket No. A-20S4 
Citizens op Oqden, Iowa, Complainants 

V. 

Chicago & Northwestern Railway Company, Dependant 
Decided August 8, 1917 

Streets — Dangerous Crossing cf Railroad at Grade. 

The town of Ogden petitioned for reasonable protection at certain 
streets crossing defendant's railroad tracks at grade, alleging grade 
crossings could be avoided in some cases by subways; in others, by 
viaducts;, and that other grade crossings should be equipped with 
gates or other protection. With the petition for crossing protection 
was joined another petition by the same parties asking an order 
requiring the defendant railroad company to build a new freight and 
passenger depot, aUeging inadequacy of the present building. 

The ground on which Ogden is situated is quite level. The 
deepest cut made by the railroad through the territory in question 
is about four feet, and the greatest fill or embankment does not ex- 
ceed two feet. At one of the crossings in question there are two 
tracks; at three crossings, three tracks; at one crossing, four tracks; 
and at another crossing, five tracks. Held, on account of the level 
character of the ground at the several crossings, the number of 
tracks to be crossed, and the great length of approaches required 
to make a proper grade to the proposed viaducts or subways, such 
protection would not be feasible. Held, that defendant railroad 
company shall protect the crossings at Fomlh Street with proper 
gates, and. First and Seventh streets with electric bells or other 
sufilcient crossing protection, upon the condition that the town of 
Ogden shall dose the grade crossings at Third, Fifth and Sixth 
streets. 

Depot Building — Inadequacy, 

The present station building is found to be old, too small for the 
pubUc needs, poorly heated, illy ventilated, improperly lighted, and 
not reasonably susceptible to such remodeling and repairs as would 
make it adequate. Held, that the defendant railroad company shall 
build, within six months, a good, sufilcient and adequate freight and 
passenger station sufilcient for such town. 



Docket No. A-2084 

RuLiNa ON Petition por Rehearing 

Citizens op Ogden, Iowa, Complainants 

V. 

Chicago &; Northwestern Railway Company, Dependant 
Decided November 3, 1917 

Streets — Dangerous Crossing of Railroad at Orade — Conditional 
Order to Build New Depot, 
The petition for rehearing asked an order to have Speckelmire 
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and Howe streets included in the Commission's ruling on original 
hearing as streets not to-be opened across the tracks of defendant 
company, and also that the Conunission require *'as a condition to 
the construction of the station referred to, that the controversy in 
the matter of the surface crossings be determined." Held, that 
Speckelmire and Howe streets should not be opened to cross the 
tracks of defendant company. Held, that while the Conmiission is 
not justified in making an order for the building of a new station 
conditioned upon the closing of certain streets as provided in the 
original opinion, it will so construe its former ruling as not to ** take 
the necessary steps to require the construction of said station until 
after said streets are closed as provided in said ruling." 



service performed and comparing the charges therefore with first 
class freight and express rates, except that the minimum is fixed at 
ten cents per 100 pounds where the passenger fare paid does not 
exceed sixty cents. 



Docket No. A.2712 
Cedar Falis Commercial Club et al.. Complainants 

V, 

Chicago Great Western Railroad Company, Defendant 

Decided November 3, 1917 

Train Service — Discontinuance of Trains. 

Complainant company for a long time operated four trains each 
way daily between Cedar Falls and Cedar Falls Junction. Com- 
plaint was made of the discontinuance of two of these trains each 
way daily. The evidence showed that 6ne of the discontinued trains 
for the period commencing April 1, 1916, ending March 31, 1917, 
carried an average of less than ten passengers each round trip, and 
that the other train discontinued, during the same period carried 
an average of about twelve passengers each round trip; that the 
earnings did not equal the expense of said trains; that Cedar Falls is 
served by three other railroads operating numerous passenger and 
freight trains; that Cedar Falls Junction is served by main line 
trains making connection with numerous trains to Cedar Falls via 
Waterloo. Considering that the coimtry is at war and that the 
railroads are an absolute necessity to the proper conduct of the war 
and that they must be permitted and encouraged to use their whole 
equipment, "mere matters of convenience which are desirable in 
times of peace and for the purposes of peace will have to wait until 
peace comes." Held, defendant railroad company is not required 
to reinstate the discontinued trains. 



Docket No. A-2396 

Travelers' Protective Association, by C. H. Rhode, and 
Iowa State Manufacturers* Association, Complainants 

V. 

Atchison, Topeka &; Santa Fe Railway Company, et al.. 
Defendants 

Decided November 3, 1917 
Syllabi by the Commission. 

[Baggage — Statidory Provision, For Amount Carried Free — No 
Authority in Commission to Increase Amount,] 
Held; that the statute providing for the free carriage of 150 poimds 
of ordinary baggage would not permit the Board to grant to commer- 
cial baggage free carriage to the limit of 200 pounds; 

Baggage — Carriers* Storage Rides.] 

Held; that free storage time now provided by the carriers not 
unreasonable nor imjust; 

[Baggage — Rates for Excess.] 

Held; that evidence does not indicate present excess baggage rates 
in Iowa to be unjust or unreasonable, taking into consideration the 



Prepared for the Commission by Howard S. Phelps 
Docket E-195 

Electrical Interference between Transmission, Telephone: 
and Telegraph Lines 

Ruling on Re-Hearing 
Decided November 3, 1917 

The original decision held, generally, that under certain conditions 
the transmission line companies shall be required to move and make 
metallic groimded telephone and telegraph lines. That opinion 
provides for the rehabilitation of a deteriorated telephone or tele- 
graph line by its owner, but does not specifically state that the owner 
of a grounded line shall make improvements in the construction of 
such a line if its initial construction was inferior. 

In order to make the meaning of the original opinion more clear, 
it has been modified and the course of reasoning by which this was 
arrived at is briefly analyzed as follows: A decision in a case of this 
kind can best be reached by a comprehensive reference to the phy- 
sical facts and phenomena involved, as now understood, rather than 
by technical analyses of cases decided by courts many years ago 
when knowledge on the subject of electricity was much less than at 
present. No man's property should be permitted to stand in the 
way of progress, but the property of the individual should not be 
sacrificed for the good of society at large. The old doctrine that 
the individual must suffer all the loss, that society may benefit, has 
gone. The beneficiaries are now expected to give reasonable com- 
pensation. A man suffering the loss of an arm in an industrial 
occupation is compensated for the same and the expense is charged 
to the cost of production, ultimately being paid by numerous con- 
sumers. Until the requirement of the public becomes sufllciently 
imperative to warrant its paying a fair price for property taken, 
improvements better be deferred. 

The science of electricity is new. Courts must take cognizance 
of physical facts as well as abstract law to render decisions which 
will stand as precedents. A large number of legal decisions in cases 
involving electrical interference have evidently been based upon the 
belief, by the court, that electric effects are transmitted through a 
wire. The field of electrical influence of a high tension electric 
transmission line is almost as clearly defined as the zone of influence 
surroimding many industrial plants; as for example, a boiler factory 
or an insanitary slaughter house. This field established by a high 
tension transmission line varies in extent under different conditions 
and extends considerable distance beyond the transmitting wire. 

The wires of a transmission system, when not electrified, generally 
cause no more interference to a telephone or telegraph line, even 
though suspended closely adjacent to the latter, than would a metal 
water pipe similarly situated. The instant that the high tension 
wires become electrified, their influence becomes effective and may 
impair or destroy the usefubiess of neighboring telephone or tele- 
graph lines. The distortion, from prescribed standards, of the form 
of the electric waves present on the transmission system, and other 
operating conditions are wholly beyond the power of telephone or 
telegraph companies to control. 

On re-hearing, the Commission, modifying its original decision, 
held, in order that a grounded telephone or telegraph line may bene- 
fit under the principles herein outlined, it must be in good usable 
condition at the time the electric transmission line assumes the 
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burden of moving it or making it a metallic system. Held, the 
transmission line company shall furnish the labor and additional 
material required to move and metallicize the grounded line, but it 
will not be required to furnish any material to take the place of 
material which ought to have been used for the proper initial con- 
struction of the grounded line involved. 

Chairman Guiher dissenting: Adheres to the position expressed 
in his dissenting opinion filed on original hearing. 



MASSACHUSETTS 

Board of Gas and Electric Light Commissioners 

Prepared for the Commission by Earl H. Barber 

Increase in Gas Rates 
Avthorissed. 

The Newburyport Gas and Electric Company to increase the 
price of gas from $1.35 a thousand cubic feet to $1.40. The text 
of the decision in this case contains the following paragraphs : 

The Board has not felt that it is in the public interest to attempt 
to determine in any final way the fair and reasonable price of gas 
in Newburyi)ort or elsewhere at a time when the cost of every item 
entering into the construction, operation and financing of gas plants 
has reached exceptional and unprecedented levels. It may be con- 
fidently hoped that this abnormal situation i^II not outlast the war. 
When normal conditions are restored it will then be possible to 
reach just conclusions, resting on reasonable and stable grounds. 
Meantime some relief should be granted, although both consumer 
and stockholder must realize that in a time of great stress and in 
meeting conditions for which neither are responsible there must be 
sacrifice and self-denial on both sides. In the opinion of the Board 
the price hereinafter named will give the company a reasonable 
measure of relief, which in conjunction with all the business of the 
company will tide it over the present emergency. Should experience 
demonstrate that a higher or lower price is called for to discharge the 
natural obligations of the consimiers, a modification of this order 
will be made. 

On the petition for a revision of the former action of the Board, 
whereby on Nov. 22, 1910, the price of gas thereafter sold and de- 
livered by said company was fixed at not exceeding $1.35 net a 
thousand cubic feet, and for authority to increase its price to $1.50, 
after notice by publication and by personal service upon the mayor 
of Newburyport and a pubHc hearing, it is — 

Ordered, That the former action of the Board on Nov. 22, 1910, 
fixing the price of gas thereafter sold and delivered by said company 
at not exceeding $1.35 a thousand cubic feet, is hereby revised, and 
said company authorized to charge for gas sold and dehvered after 
Oct. 1, 1917, not exceeding $1.40 net a thousand cubic feet for the 
duration of the war, unless meantime otherwise ordered upon com- 
plaint or petition, as provided by law, or upon the Board's own mo- 
tion after notice and a public hearing. Oct. 26, 1917. 

Construction of Electric Transmission Line Authorized 

The Seekonk Electric Company, to construct and use a line for the 
transmission of electricity between a point on the Rhode Island 
line in the town of Seekonk and the station of the AtUeboro Steam 
and Electric Company in the city of Attleboro. The text of this 
decision contained the following (Nov. 5, 1917) : 

The Seekonk company is engaged in distributing in Seekonk 
electricity furnished to it by the Narragansett Electric Lighting 
Company. The proposed line will be used to receive electricity from 
the latter company at the state line and transmit it across Seekonk 
and Attleboro to the station of the Attleboro company for general 
distribution in Attleboro by the last-named company. The Nar- 
ragansett company has a large generating plant favorably situated 
on tide-water, and its station is also connected with the line of the 
New England Power Company and its hydro-electric plants. By 
means of the proposed line the Attleboro company will secure a 
supply of electricity, at a cost somewhat lower than the cost of 
producing electricity in its own station, adequate to meet promptly 
for a considerable period of years the actual and prospective re- 
quirements of its customers and with a substantial saving in invest- 



ment as compared with a correq>ondiiig increase in the capacity of 
its own station. 

The importance to the welfare of Attleboro of the introduction of 
cheap and reliable power is so manifest that no opposition to this 
project developed at the hearing, save as individual interests are 
affected by the route of the line. The present exceptional industrial 
activity and the difficulties in securing coal have emphasized the 
desirability and even necessity of so co-ordinating the developed 
sources of power, both steam and hydro-electric, throughout the 
state by connecting lines as to utilize existing plants and introduce 
substantial economies in their operation and future investment. 
The undertaking in question is a step in this direction, and the Board 
has no hesitation in authorizing the construction of the line. 

Stock Issues Authorized 

The Milford Electric Light and Power Company, stock at par to 
the amount of $30,000, of which amount $26,000 is to be used for the 
cancellation of an equal amount of outstanding promissory notes, 
and $4,000 for the cost of subsequent additions. November 2, 1917. 

(On June 30, 1917 the company had outstanding promissory notes 
to the amount of $44,800. Since the last approval of stock it has 
completed the transmission line and transformer station necessary 
for the purchase of electricity from the New England Power Com- 
pany and has made substantial extensions of its distribution system. 
Its expenditures for this purpose in excess of the provision then made 
or meantime available therefore have amounted to $26,000. Ad- 
ditions to the street lamps and other small extensions of the lines 
since June 30, 1917 were estimated to cost over $4,000.) 

The Pittsfield Electric Company, 2,250 shares of stock of the par 
value of $100, at the price of $125, of which 1,756 shares are to be 
used for the cancellation of an equal amount of outstanding prom- 
issory notes, and 494 shares for the cost of subsequent additions. 
November 2, 1917. 

(On June 30, 1917 the company had promissory notes outstanding 
to the amount of $219,500. Between Jime 30, 1911 and June 30, 
1917 its expenditures upon its plant, in excess of the provision at 
that time made and of its other resources meantime available there- 
for, have exceeded the amount of its floating debt. On June 29, 
1917, it entered into a contract for an extension of its power station, 
including the installation of a 2500 kilowatt turbine and auxiliaries. 
The estimated cost of this work is $315,000 and it is now in progress.) 

The Board has ordered printed the "Report of Charles D. Jen- 
kins, of an investigation relative to establishing a calorific standard 
for gas, imder Chapter 767, General Acts of 1916." For the pur- 
pose of this investigation nineteen selected companies were relieved 
of the candle power standard in the summer of 1916, and have since 
been operated under the direction of the Board. 



NEW HAMPSHIRE 

Public Service Commission 

Prepared for the Commission by Miss Alma E. Nimon 

Woodstock Lumber Company 

V, 

Boston & Maine Railroad 

Petition for the Establishment op a Station for Passengers 
AND Freight at Beebe River 

Stations — Crossings — Construction of Stattdory Provision Requiring 
Railroad to Furnish Suitable Crossings, Stations and other Facili- 
ties, 
In discussing a request of the railroad that the order of the Com- 
mission state specifically that the proi>osed new station is to be 
temporary only, the Commission said that the "suitable" crossings 
and stations which railroads are by law required to provide are cross- 
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ings and stations presently suitable, at the time when question as to 
their adequacy is raised; that if facilities suitable when constructed 
have become unsuitable from changes in conditions affecting their 
use, they are not suitable within the meaning of the statute, and 
that it follows necessarily that if the need for facilities required at 
the time of their construction ceases because of changed conditions, 
the railroad is no longer under obligation to maintain those facili- 
ties. As. a matter of law, therefore, all orders in cases of this char- 
acter are to be regarded as temporary, and subject to amendment 
when the facilities required to be installed are no longer needed. 



NEW YORK 

Public Service Commission for the First District 
Prepared for the Commission by Louis Roth 

Overcharge for Electric Current — Redes based on Consumption of Land- 
lord without Including Tenants Consumption — Commission 
not Possessed of Power to Order Reparation. 
On November 5, 1917, the Conmiission adopted an Opinion and 
entered an Order in Case No. 2227, dismissing a complaint against 
The New York Edison Company for overcharge under an individual 
service contract with an owner of a building without crediting him, 
for the purpose of fixing the rate, with the cimrent consmned by his 
tenant in the same building. Prior to 1915, the company pursued 
the practice of installing and reading meters for all tenants in a 
building and of charging the owner or lessee a rate based upon the 
entire consumption, giving the owner or lessee the right to charge 
his tenants the retail rate. By an Order entered by the Commission 
on March 9, 1915 (Re Stadtlander v. The N. Y. Edison Co., 6 P. S. 
C. R. [1st Dist. N. Y.] 48), the company was prohibited from 
supplying more than one meter to a consumer, and if an owner or 
lessee still desired to sell ciurent to his tenants and get the benefit 
of rates for the aggregate consimiption in his building he was himself 
required to supply the sub-meters for his tenants, the master meter 
being supplied to him by the company. This Order went into effect 
January 1, 1916. The complainant failed to take advantage of 
such an arrangement under the schedule filed by the company after 
the entry of the above Order, but entered into an individual service 
contract and his tenant likewise entered into a similar contract with 
the company. Upon discovery, however, after a year and a half, 
that he could have continued to get the benefit of his tenant's con- 
siunption for a lower rate the complainant sued for reparation, 
pUimiTig that he entered into the individual consimier's contract 
imder false representations of the company's employees. The Com- 
mission found that there were no false representations with intent 
to deceive, and that even if there had been the Commission was not 
authorized to order the company to make reparation for the over- 
charge, but that proper redress could be obtained by a suit in a court 
of law. 

Exaction of Penalty or Refusal of Electrical Service for Tampering with 
Service Connection Unauthorized — Where Meter Fails to Regis- 
ter Payment Recommended upon a Basis of Previous Consump- 
tion. 
Upon a complaint against the Richmond Light and Railroad 
Company in Case No. 2250, for failure to render service on account 
of tampering with the service connection, unless complainant paid 
the company the simi of $25,^which appeared to be about $20 in 
excess of the amount chargeable for actual consimiption of current 
during a period for which the meter failed to register, the Conmiis- 
sion held in an Opinion adopted November 7, 1917, that the com- 
pany was unauthorized to exact any penalty or refuse service and 
recommended that the complainant pay the amount determined by 



the CoDunission as a fair charge for the current consumed, which 
was estimated upon a basis of previous consimiption, and that the 
company renew its service to the complainant. An Order was en- 
tered dismissing the complaint because the authority of the Com- 
mission appeared to be doubtful in the matter. 

Refusal of Steam Service for Non-payment of Arrears of Former Oc- 
cupant of Building Unauthorized even though Present Occupant 
came into Possession by Foreclosure Sale. 
By an Opinion adopted on November 14, 1917, in Case No. 2259, 
the Commission adjudged that The New York Steam Company 
acted without authority when it discontinued the service of a pur- 
chaser at foreclosure sale of a building for failure to pay the arrears 
of the former owner. The Commission held that the company may 
secure itself against default of consumers by demanding a sufficient 
security, that an occupant of a building can not be held liable for the 
debts of a previous occupant, and the exercise of a monopoly to com- 
pel a consumer to pay the arrears of another is unwarranted. 



OfflO 



Public Utilities Commission 
Prepared by H. G. Hodges 
No. 25 
Valley Light & Power Company 

V. 

Village of Maumeb 

Decided September 24, 1917 

The ordinance passed by the Council of the Village of Maumee 
fixed the selling price of electric current to private consumers, for 
lighting purposes, at 8 cents per K. W. The Commission decided 
that this rate imposed on the Valley Light and Power Company 
was unreasonable, and allowed 10 cents per K. W., with a minimimi 
75 cent charge from date of the ordinance to September 20, 1917 — 
the period during which **was accomplished the development of the 
appellant's property and business." From September 20, . 1917 
to the expiration of the franchise — October 7, 1919 — ^the charge was 
ordered at 9 cents per K. W., subject to a discount of 1 cent if paid 
on or before tenth of the month following that in which service is 
rendered. The minirtium charge of 75 cents was to be retained. 
An order for reimbursement for charges in excess of these rates was 
issued against the Valley Company. 



No. 31 

A Petition from the Village of Oberlin 

Decided October 16, 1917 

The Village complained of an inadequate supply of natural gas to 
care for the private consumers. Commission found that Oberlin 
Gras & Electric Co. was a distributing company, receiving from 
Pittsfield Gras Co., which in its turn depended on the Berea Pipe 
Line Company. The Commission ordered the Berea Pipe Line 
Company to curtail supply to its industrial consumers, and if neces- 
sary to its commercial customers, in order to bring the supply up to 
the proper standard, as filed with the Commission. 



No. 985 
A Joint Petition of Piqua Home Telephone Company and 
Messrs. Forgan, Bloom and Fowle, Receivers, Centiux 
Union Telephone Company 

Asking for consent to the sale of all rights and properties of the 
former to the receivers of the latter; and for a readjustment of 
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rates, after improvements and extensions to the extent of $140,000 
had been added. In a lengthy decision the Conmiission granted the 
petition of the Piqua Home Telephone Company to effect the sale of 
its property; and fixed in detail the TnATimiim schedule of rates 
which should prevail in the various services offered, after the con- 
templated additions and betterments have been completed. 



WEST VIRGINIA 

Public Service Commission of West Virginia 
Prepared for the Commission by R. Dennis Steed 

A Digest op Opinions and Orders Made During the Month 
OP November, 1917 

In re West Union Natural Gas Company 

Application for permission to increase rates for natural gas; 
Granted in part. 

Where it is micertain that an industry which uses about one third 
of the total amoimt of gas distributed by the applicant will continue 
to use gas longer, and the drilling of new wells and purchasing 
emergency gas is contingent upon whether or not said industry will 
use gas, " it is extremely difficult to determine what rates should be 
charged." 

Rates were based largely upon past consumption, the order recit- 
ing that should said rates become unjust or unreasonable by reason 
of a change in industrial conditions, any party interested may apply 
for a modification of the rates fixed, for which purpose the case is 
retained on the docket. 



L. £. Lyons v, Montgomery Gas Company 

Application for extension of water lines. 
The Case, 

Applicants live outside the Town of Montgomery, which is fur- 
nished water by defendant utility. To serve i^)plicants would 
entail the expense of constructing a line for a distance of about 900 
feet 

IHgest cf Order. 

The laying of the line would entail a greater exi>ense than is 
reasonably justified by the returns that would be received by the 
utility for the use of the water in said extension. 

The initial cost of said extension should be borne jointly by said 
company and the prop>osed users of the water. 



In re Investigation and Suspension of Advances Intrastate 
Coal Rates 

The Commission allowed an advance rate of 15 cents on intrastate 
shipments of coal to the applicant railroads of West Virginia, by 
order reciting: 

"It app»earing that the Interstate Commerce Commission has 
allowed such tariffs affecting interstate traffic to become effective, 
and it appearing from the evidence adduced before the Commission 
by said carriers that they are entitled to the increased rates set forth 
and provided in said tariffs due to abnormal conditions on account 
of the war." 



Winifrbdb Railroad Cobipany — In Re Investigation and 
Suspension of Supplement No. 1 to P. S. C. W. Va. No. 1 

Application to increase rates on coal from 10 to 25 cents per ton. 
Increase to 15 cents granted. 



The Case. 

The applicant company has been in operation for about 35 years 
as a public utility, transporting freight, mail and passengers. It 
has about 6 J miles of track, exclusive of sidetracks and spurs, extend- 
ing from the Winifrede Coal Company's mines to the lines of the C. 
& O. Ry. Co. Its stockholders and officers are identical with those 
of the Winifrede Coal Company. It owns 80 thirty-ton cars which 
it uses in transporting coal for river shipments. For rail shipments 
it uses cars furnished by the C. & O. Ry. Co. Until the year 1917, 
its total coal tonnage was carried for the Winifrede Coal Company, 
and during eight months of the latter year, it carried 212,766.7 of 
which 2,937.7 tons were for independent producers. 

Undeveloped coal lands, other than those owned by the Winifrede 
Coal Company, are situated along this road, one company having 
approximately 75,000,000 tons available for shipment over it. 

Digest cf Opinion. 

Increased cost of materials, supplies and labor, do not justify an 
increased cost of operation to the extent of making monthly expenses 
for the year 1917 almost double that of 1916. 

Unusual cost of supplies purchased for the year 1917 (amounting 
to many times that of 1916) should be spread over a number of 
years, or charged to capital account. 

The increased expenses of operation incident to war conditions is 
necessarily abnormal and temporary, and this burden should not be 
borne alone by the shipper, but in part by the carrier as well. 

The average operating costs for the last three years is used as the 
basis of operating costs for rate-making purposes in this particular 
case. 

An increase in coal tariffs beyond 15 cents per ton, for this 
character of service, would defeat the development, and so handi- 
cap the operation of other coal properties adjacent to the raiboad 
line, so as to render prohibitive the mining of coal in normal 
times. 

The ownership and interest of both the coal company and the 
railroad company being identical, any rate the commission might 
fix for carrying coal mined by one and hauled by the other, would not 
increase or decrease their aggregate earnings. The gain of one 
would be the loss of the other, and vice versa. 

A proper investigation for rate-making purposes would demand 
that we regard the Winifrede Railroad Company and the Winifrede 
Coal Company as one enterprise, assigning to each its proper 
proportion of the earnings and expenses of their activities and 
thus ascertain what return the railroad company is entitled to 
have for the service rendered in its particular field of said joint 
enterprise. 

In fixing rates the first question to be determined is whether or 
not the utility is earning, under reasonably skillful management, a 
fair return on the value of the property used in the public service; 
but the next question to be determined is what the service so rend- 
ered is reasonably worth; the ideal rate being one that will produce a 
fair return upon the investment and not exceed the reasonable value 
of the service rendered. 

Ordinarily, a branch line railroad built for the primary purpose of 
serving an industry under a common ownership, will be regarded as a 
plant facility, unless the contrary clearly appears, notwithstanding 
such railroad may be a separate corporate entity and may have 
assumed the legal status of a common carrier. In such cases the 
operations of said road aside from its main activity is in the nature 
of a by-product and rates for such operations should be based upon 
the reasonable value of the service rendered without regard to the 
question of a return upon the value of the investment in the railroad 
alone. 
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In re The West Virginia Traction and Electric Company 

Application for permission and authority to change rates for 
natural gas in the City of Morgantown and vicinity. Ghranted in 
part. 

The Case. 

Applicant company was developed from several smaller compan- 
ies, the last reorganization taking place in 1912. It has 91 produc- 
ing gas wells; owns about 7»518 acres and a one-half undivided in- 
terest in 147 acres of developed leases, and holds some 9,530 acres 
of undeveloped leaseholds. In 1915 it distributed 2,537,187,000 
cubic feet of gas, 75,921,000 cubic feet of which was purchased, and 
in 1916 2,290,313,000 was distributed, of which 508,867,000 cubic 
feet was purchased. Out of 188 wells drilled during a period of 16 
years, there were 20 dry holes, and out of the last 9 wells 4 were dry. 
Prior to 1915 the average cost per well was from $8,000 to $4,000; 
since that time the average cost has been from $4,500 to $5,000 per 
well. 

The applicant contended that it would have to drill during the 
year 1917, at least 18 new wells to supply its consumers. 

DigeH of Opinion. 

The cost of drilling new wells, when paid for out of reasonable 
dividends or money advanced by stockholders, is a proper capital 
charge upon which consumers should pay a reasonable return. 

It is not unreasonable to allow a small value on a limited amount 
of undeveloped or reserve leasehold territory, honestly and pru- 
dently acquired, for the not too far distant needs of applicant's 
consumers. 

In arriving at the value of the different items constituting appli- 
cant's plant, the Commission considered original cost, reproduction 
cost and present value. 

The fact that applicant's plant was a going concern was taken 
into consideration, and due allowance made therefor. 

An allowance to cover omissions, emergencies, superintendence, 
etc., usually termed "overhead expenses," is not an improper 
allowance in this particular case. 

Applicant is entitled to a rate sufficient to provide for deprecia- 
tion, pay the cost and expenses of operation and repairs, taxes, and 
a fair rate of interest and return. 

Where industrial consumers are not paying a high enough rate 
in comparison with that paid by domestic consumers, the latter 
should not be burdened with an increase, if it is possible to make up 
a deficiency in the return to the utility by an increase in the rates of 
the former without making their rates unreasonably high. 
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WISCONSIN 

Railroad Commission 

Prepared for the CommissicHi by Richabd S. £lt 

I. TABLE OF CASES 

Part A — Cases Issued From June 30, 1917, to October 

15, 1917 



Svhject, TiUe 

arid 
Date of Caaea 



Comment on Cases and Disposition 



ELECTMC CASES 

Rates 
Ci^ of Lake Geneva v. 

Equitable El. L. Co. 

etal. July 20. 



Subject, TiUe 

and 
Date of Cases 



ELECTRIC CASES 
Rates 

Vickers et al. v, Chetek 
L. &P.Co. July 80. 



Wood et al. v. Friend- 
ship L. & P. Co. 
August IS. 

In re Appl. Grantsburg 
Municipal £1. Plant 
to Increase Rates. 

Service 
Invest. Service of Mm- 

eral Point Publ. Serv. 

Co. to Vmegar HiU 

Zinc Co. et id. July 

25. 
Village of Pulaski v. 

Pulaski L. & P. Co. 

August 8. 

GAS CASES 

Rates 

In re Appl. City Gas Co 

of Antigo to Increase 

Rates. August 16. 

In re Appl. Wis.-Minn. 
L.& P. Co. for Emer- 
gency Inc. in La 
Crosse Gas Rates. 
August 22. 

In re Appl. Wausau Gas 
Co. to Increase Rates. 
August 28. 



In re Gas Rates and 
Service of Wis.-Minn. 
L. & P. Co. at Eau 
Claire. August 28. 

HEATING CASES 
Rates 
Znr« Appl. Wis. G.&E 
Co. to Inc. Heating 
Rates in City of Ken- 
osha. October 9. 



Municipal lighting rates and power rates 
for municipal pumping involved. Order 
ratifying agreement reached by parties. 



Service 
Znr^ Appl. Wis. G.&E 
Co. to Discontinue 
Heating Service at 
Kenosha. Septem- 
ber 6. 



Comment on Cases and Disposition 



New schedule ordered. AJl consumers 
except occupants of summer cottages and 
certain small lighting consiuners required 
to be metered. Rates, among others estab- 
lished for electric ranges, hot plates and flat 
charge of $2 additional for period for which 
service fmnished temporary or seasonal 
consiuners other than occupants of summer 
cottages and an off peak load for municipal 
pumping established. 

Reasonableness of rates. Relief granted 
and certain readjustments made. 



Increase in rates granted and adjustments 
made. 



Respondent ordered to take steps for a 
reasonably continuous supply of electric 
ciurent. See discussion of case on page 87. 



Alterations and improvements required. 
See discussion of case on page 87. 



Application based on increased costs of 
material and labor used, and granted. 
See discussion of case on page 85. 



Increase in rates granted, 
of case on page S5. 



See discussion 



Application based on increased cost of 
coal, labor and taxes. Application granted 
except that proposed p^udty clause held 
larger than necessary to discourage delin- 
quent payment of bills. 

Application of company and complaint of 
city both dismissed without prejudice. See 
discussion of case on page ^. 



Application granted. Rules relating to 
consumers in connection with use of service 
approved, but with respect to withdrawal of 
service for bills ten days* delinquent five 
days' notice in writing required. 



Utility ordered to continue operations as 
tentative measure. Other questions of 

service left in abeyance. See cQscussion of 

case on pages S5, 88. 
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I. Table op Cases — Continued 



I. Table op Cases — Continued 



Subject, Title 

and 
Date of Cases 



INTERURBAN 
RAILWAYS 

Crossings 
In re Appl. M. L. H. & 
T.Co. /n re Four and 
One-Half Mile Cross- 
ing. September 11 

Service 
Ela et al. v, M. L. H. & 
T. Co. et al. August 

RAILROADS 
Crossingb 
Schreiter v. C. M. k St. 
P. R. Co. Septem- 
ber 20. 

Rates 
Ahnapee Veneer & Seat- 
ing Co. et. al. V. A. & 
W. R. Co. et al. 
September 20. 

La Crosse Shippers 
Assn. V. C. B. & Q. 
R. Co. et al. Sep- 
tember 25. 



Applicant ordered to take such steps as 
necessary to secure removal of certain 
obstructions to view. 



Enclosed shelter asked. Petition dis- 
missed. See discussion of case on page 37. 



Restoration of petitioner's farm crossing. 
Held: Conunission without jurisdiction. 
Petition dismissed. 



Rates on certain veneers. Carriers or- 
dered to put in effect rates named. 



Station Facilities 
Village of Bangor v. 
C. M. & St. P. R. Co, 
August 9. 

Train Service 
Houser v. C. St. P. M, 
&O.R.CO. July 25. 

Sief V. C. St P. M. & 
Ry. Co. July2L 

River Falls Commercial 
Club V. C. St. P. M. 
& O. Ry. Co. July 
28. 

Village of Prairie Du 
Sac V. C. M. & St. P 
R. Co. September 
29. 

Spur Tracks and 
Team Tracks 
Johannes et al. v. C. & 
N.W. Ry. Co. July 
12. 

Miller Scrap Iron Co. v. 
C. M. & St. P. R. Co, 
July 16. 

Oconto Co. V. C. & N, 
W. Co. et aL July 
27. 



Comment on Cases and Disposition 



Relief granted as to rates on matches, 
pulpwood boxes and vinegar at La Crosse. 
Petition dismissed as regards rates on 
agricultural implements, furniture and 
lumber at same point. 



Request for additional station facilities. 
Petition dismissed. See discussion of case 
on page 85. 



Discontinuance of certain trains allowed. 
See digest of case on page 84. 

Discontinuance of certain trains allowed. 
See digest of case on page 84. 

Discontinuance of certain trains not al- 
lowed. See digest of case on page S5. 



Discontinuance of certain trains sanc- 
tioned in lieu of those proposed. See 
digest of case on page 85. 



Provision of team track. Relief granted. 



Construction of spur track. Relief 
granted. 



Same matter as above, 
of case on pages 88-89. 



See discussion 



Subject, Title 

and 
Date of Cases 



STREET 
RAILWAYS 

Service 
Pepper et al. v, Madi 

son Ry. Co. July alleged. 
18. 



Callahan et al. v. T. M. 
E. R. & L. Co. Au- 

gust 7. 



Irregular service and overcrowding 
«Jeged. No overcrowding foimd, but re- 
lief granted on other point. 

Street railway service in Milwaukee 
involving interval between cars on certain 
lines, regularity of cars and connections for 
transfer passengers at intersecting lines. 
Proceeding partly involves matters already 
pending. Petition dismissed without prej- 
udice and with certain suggestions. 



TELEPHONE CASES! 

Rates 
In re Appl. Afayville 

Tel. Co. to Inc. 

Rates. July 17. 



In re Appl. Briggsville 
etc. Tel. Co. to In 
crease Rates. July 
17. 

In re Appl. LoganviUe 
Tel. (Jo. to Increase 
Rates. July 19. 

In re Appl. Home Tel. 
Co. to Inc. Rates. 
July 21. 

In re Appl. Bangor Tel 
Co. to Inc. Rates. 
July 21. 



In re Appl. Crivitz Ru- 
■ Tel. Co. to Inc. 



ral 
Rates. 



July 24. 



In re Rates and Service 
of Lake Pepin Tel 
Co. August 8. 



In re Appl. Richland 
Tel. Co. to Inc 
Rates. August 8. 



In re Appl. Waunakee 
Tel. Co. to Inc. 
Rates. August 16. 

In re Appl. Aniwa Tel. 
Co. to Inc. Rates. 
September 11. 



Comment on Cases and DisposiMon 



Some increase granted. 



Maladjustment of rates and unlawful 
practices. Application denied. See dis- 
cussion of case on page 87. 



Application granted. 



Application denied. See discussion of 



case on page 86. 



Application denied, 
case on page 86. 



See discussion of 



Schedule modified to include, among 
other things, rate for rural business installa- 
tions, meaning stores, saloons, etc. outside 
of village. See discussion of case on page 

Switching rates, night service and certain 
practices involved. Switching rate asked 
authorized but applicant required to amend 
certain rules and practices. 

Order amending In re Appl. Richland 
Tel. Co., 19 W. R. C. R. 70, so as to permit 
recording of toll messages at originating 
exchange instead of requiring "two-ticket" 
method. 

Application granted subject to certain 
modifications. See reference to case on 
page 86. 

Increase in rates granted. 
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I. Table op Cases — Continued 



I. Table of Cases — Concluded 



Subject, Title 

and 
Date of Cases 



TELEPHONE CASES 
Rates 

In re Appl. Ripon 
United Tel. Co. to 
Inc. Rates. Septem 
berll. 



In re Appl. Ontario etc. 
Tel. Co. to Inc, 
Rates. October 2. 

In re Appl. Murry Far- 
mers' Tel. Co. to Inc. 
Rates. October 2. 

Sebvice 
In re Refusal Wis. Tel. 
Co. to Extend Serv- 
ice. July 17. 

In re Refusal Dane Co< 
Rural Tel. Co. to 
Extend Service. 

August 20. 



Applicant does not desire increase in rural 
rates, however. On this point held that it 
is doubtful whether the Commission would 
be justified in authorizing any increase in 
local rates without also considering cost of 
service to rural patrons and adjusting their 
rates accordingly. Application denied. 
See discussion of case on page S5. 



Increase in rates granted, 
to case on page S7. 



Application denied, 
case on page 86. 



In re Refusal State 
Long Distance Tel. 
Co. to Extend Serv- 
ice. August 20. 



In re Refusal Five Mile 
Creek Tel. Co. to Ext. 
Service. October 3. 



In re Refusal Wis. Tel. 
Co. to Extend Serv- 
ice. October 6. 



Mibcellaneous 
In re Free Use by City 
of Poles and Conduit 
Space of Wausau Tel. 
Co. September 25. 

WATER POWER 
CASES 

In re Clear Lake El. Co. 
for Dam Permit. 
July 20. 

Robbins et al. v. Janes- 
vmeL.Co. July 81 



Comment on Cases and Disposition 



See reference 



See discussion of 



Extension of service ordered. 



Held: That exi>ense of necessary read- 
justment of circuits involved in making 
extensions should be charged to plant as a 
whole as part of development costs and not 
to subscribers. Extensions ordered. 

Held: That expense of necessary read- 
justment of circuits involved in making 
extensions should be charged to plant as a 
whole as part of development costs and 
not to subscribers. Extensions ordered. 

Refusal of service due to business differ- 
ence between complainant and former asso- 
ciates in ownership and operation of utility 
in question, a mutual company. Extension 
of service ordered. 

Rehearing in fourth case above, objector 
contending duplication will result from 
extension sought and that subscribers of 
objector may apply for service from exten- 
if biult. Held: That duplication 
involved is but technical, and that serving 
of complainant's needs should not depend 
upon questions of what service other parties 
may require in future. Extension ordered. 



Franchise ordinances purporting to re- 
serve to city free use of poles and conduit 
space of telephone company. See discus- 
sion of case on page 88. 



Application for permit to construct and 
operate dam granted. 



Level of water impounded and construc- 
tion and op^ation of dam. Order in ac- 
cordance with agreement reached by 
parties. 



Subject, Tide 

and 
Date of Cases 



WATER POWER 

CASES 

In re Maximiun and 

Minimum Levels for 

Udey Dam at Colum 

bus. September 20. 

WATER CASES 
Rates 
In re Appl. City of 
Ciunberland as a Wa- 
ter UtiUty to Increase 
Rates. August 18. 



Miscellaneous 

The Oconto City Water 

Supply Co. V, City of 

Oconto. September 

20. 



Comment on Cases and Disposition 



Level of water impounded and legal 
height of existing dam. Additional flood 
gates required, height of spillway limited 
and other requirements imposed. 



Relief granted and new schedule ordered, 
including charge for additional consumers 
on same meter. Schools, etc. to be charged 
at regular rates, and city to be charged for 
fire protection. 



Reasonableness of certain city ordinances 
requiring extensions, involved. Certain of 
the ordinances set aside and annulled, and 
others declared null insofar as they exceed 
certain requirements specified. 



II. PROCEEDINGS BASED ON WAR NEEDS 

Cases based directly on the situation resulting from the country's 
situation as a nation at war, are certain cases involving discontinu- 
ance of branch line train service pursuant to the recommendations 
of the special committee on national defense of the American Rail- 
way Association, commonly known as "The Railway War Board." 
A digest of these cases follow. 

W. L. HOUSER 

V. 

C. St. P. M. & O. Ry. Co. 
Decided July 21 

Request by the railway company for permission to discontinue 
the Sunday train ordered operated by it in the above entitled matter 
on its Mondovi Branch Une (see 18 W. R. C. R. 452). Held: That 
Sunday service is not essential to the business development of the 
community or its productivity, and that respondent's policy to 
eliminate such train operation as is relatively non-essential under 
emergency conditions, is in line with the recommendations of the 
special comndttee on national defense of the American Railway 
Association and is commendable. Request granted. 



Fred Sief, as Mayor of Neillsville 

V. 

C. St. p. M. & O. Ry. Co. 

Decided July 21 

Request by the railway company for authority to discontinue 
certain Sunday trains ordered operated by it between Merriland 
and Marshfield in the above entitled matter (See 15 W. R. C. R. 74). 
Held: That in view of the present emergency and of respondent's 
offer to provide accommodations for passengers, express, and mail 
and milk shipments on its morning time freight between the points 
in question, discontinuance of the Sunday passenger trains tem« 
porarily is justified. Request granted. 
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RrvmL Falib Commercial Club 

V. 

C. St. p. M. k O. Ry. Co. 
Decided July 28 
Complaint that respondent contemplates the discontinuance of 
certain passenger trains on its Ellsworth Branch. Held: That any 
reduction in the quantimi of passenger service on the branch in- 
volved, under present conditions, will result in inadequate service; 
that the conservation of two tons of coal per day is important, but 
that the disadvantages of the proposed change of schedule are 
entirely out of proportion with the conservations effected; that 
certain mixed service which the company proposes as a substitute 
would not suffice in certain respects, and that it is also problematical 
whether the way freight trains in question could be operated suffi- 
ciently dose to the scheduled time to adequately accommodate 
the traffic normally attracted to the passenger trains involved. 
Ordered that respondent refrain from discontinuing any existing 
passenger trains on its Ellsworth Branch. 



Village of Prairie du Sac 

V, 

C. M. & St. p. Rt. Co. 
Decided September 29 
Complaint that respondent has discontinued certain trains on its 
branch line between Mazomanie and Prairie du Sac with resulting 
inadequacy of service. Petitioner alleges that the economy effected 
thereby can be accomplished in other ways with less inconvenience 
to the public and suggests the discontinuance of certain other trains 
in lieu of those discontinued by the company. The trains in ques- 
tion were discontinued by the company in an effort to approximate 
an eight hour day, and to comply with the reconunendations of 
the committee known as The Railway War Board. Held: That the 
arrangements suggested by petitioner would in a large measure 
result in the same saving and also in the shortening of hours of 
service which respondent seeks, and ordered accordingly. 

in. COST AND AVAILABILITY OF LABOR AND 
MATERIALS AND INCREASE IN RATES 

A. In General 

The opinions and decision, of course, take cognizance of the fact 
that as regards cost and availability of labor and material, an 
abnormal situation prevails. Thus in the case of Village of Bangor 
V. C. M, & St. P. R. Co,, decided August 9, in which petitioner asked 
that respondent be required to erect an umbrella shed adjacent to 
its east bound track at Bangor, the Commission held that the fact 
did not warrant such a finding as to permit the desired order under 
present conditions, but that inasmuch as such conditions were 
abnormal with respect to cost and availability of labor and also with 
respect to the necessity for other improvements on the part of rail- 
way companies to meet emergency needs, the petition would be 
dismissed without prejudice to a future complaint when normal 
conditions had been restored. See also case In re Appl. W. G. & E. 
Co. to Discontinue Heating Service at Kenosha, decided September 
6, in which the company was required to continue service as a tenta- 
tive measure, but in which it was not considered advisable to re- 
quire the company, in view of cost of labor and material and market 
conditions, to undertake extensive repairs at that time.* In the 
case In re Appl. City Gas Co. of Antigo to Increase Rates, decided 
August 16, the application was based on increased costs of materials 
and labor. The Commission held that while the rates asked were 
relatively high, consumers of gas could not expect their service to 

* See further discussion of case on page 98. 



be furnished them at less than cost, and that the increase involved 
in the rates asked, due to the increased price of material, even as it 
was, would leave little, if anything, for a return upon the pr(^>erty. 
It does not follow, however, that every request for increased rates 
based on increased cost of labor or material will be granted as a 
matter of course. The state through the Commission does not 
underwrite any wage or salary scale which undue magnanimity or 
easy expedience may dictate to the management. This was well 
illustrated in the recent case In re Appl. Ripon United Tel. Co., 
decided September 11. The Commission held that an increase in 
rates would not be justified under the circiunstances; that appli- 
cant's average expense per telephone, while not particularly excess- 
ive, was higher than that of comparable companies, and that two 
items in the operating expenses were abnormally high, e. g. expenses 
connected with operators' salaries, and those connected with the 
commercial department. With respect to these two matters, and 
more particularly with respect to the question of operators' salaries, 
the opinion had the following to say: 

B. Emergency Rate Increases 

The problem of salary is governed very largely by the economic laws of 
supply and demand and is a problem over which the Commission has no 
jurisdiction, miless the effect of the salary scale is reflected in poor service 
or miless the wages paid are so high as to amount to an imreasonable diver- 
sion of income. We would commend rather than criticize a liberal wage 
policy adopted by a utility when the labor of employees is being utilized 
efficiently. However, the increase of 15 per cent granted the employees of 
the Ripon Co. May 1, 1917, was granted to prevent a general "walkout" 
rather than because of the efficiency of employes 

We bdieve, therefore, that any additional expense incident to the operating 
department should not be reflected in increased rates until the management 
can show a degree of efficiency corresponding to the salaries paid. We believe 
that the switch board with the present connections and calling rate can be 
more efficiently operated at any time with three operators and one chief 
operator, than with a larger number. K this suggestion is followed and the 
proper discipline inaugurated, we bdieve that a saving of at least one opera- 
tor can be effected without decreasing the quality of the service. This 
saving, together with that already realized from new and lower salaried 
operators taking the place of the higher salaried ones who have resigned, 
will practically offset the new increase due to the higher wages. 

We are also of the belief that a saving could be realized in the commercial 
department. Our auditors report, after an examination of the applicant's 
books, that considerable labor and time might be saved by abandoning 
certain customs and methods and installing a modem system of accounting. 
The adoption of a uniform system of accounting for class "C" companies 
will, we believe, be effective in reducing the expenses in this department. 

Where the circmnstances are such as to warrant it, the Wisconsin 
statutes provide (Sec. 1797m-99) for emergency rate changes as a 
temporary measure, and some proceedings have been brought under 
this statute recently. Such a case was that of In re Appl. Wb.- 
Minn. L. & P. Co. for Emergency Increase in La Crosse Gas Rates, 
decided August 22. 

With respect to emergency rate changes, the Commission laid it 
down that the question involved is only whether or not an emer- 
gency exists requiring changes in rates, and that the intent of the 
statute seems to be that emergency relief should not be granted for 
an indefinite period or a period to be determined by conditions not 
ascertainable at the time of granting the relief, but should take the 
form, rather, of a fixed and definite rate applicable for a fixed period. 
Relative to the determination of whether an emergency exists 
demanding relief the Commission laid it down that this must be 
judged not only by the effect of changed conditions in general, but 
as well by facts with reference to the situation of the company con- 
cerned; that the emergency must be judged of not only as affecting 
the immediate operating expenses of the utility, but in the light of 
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the earnings of the utility in the past and its ability to tide over any 
temporary period of increased costs without actual serious injury 
to its business, and that another factor entitled to consideration 
was the utility's level of rates; that where such rates were rather 
high, conditions which might make emergency relief necessary and 
proper in companies with lower rates, might not require such relief. 

In the case under consideration the Conunission granted an in- 
crease to the company of ten cents per thousand cubic feet, the order 
to remain in effect until April 1, 1918, unless sooner amended or 
revoked by the Commission, and to be discontinued on that date 
unless further showing as to its necessity should then be made, the 
Commission retaining jurisdiction of the case for the foregoing 
purposes. The Commission did not approve of the form of relief 
proposed by the company, namely, a coal factor rate by which the 
charges for gas should increase or decrease automatically following 
an increase or decrease in the price of coal in the ratio of six cents 
per thousand feet of gas sold for each charge of $1.00 per .ton in the 
cost of coal carbonized, the base price per ton being $4.50, and the 
initial price to be based on the average price of coal in the two 
calendar months immediately preceding the month in which the 
meter is read. 

In the case In re Gas Rates and Service of Wis.-Minn. L. & P. Co. 
at Eau Claire, decided August 28, the Commission denied the 
request of the company under the circumstances of the case, for an 
emergency increase in rates. ^ 

IV. EFFICIENCY OF MANAGEMENT OR 

ADEQUACY OF SERVICE AND IN- 

CREASE IN RATES 

In cases where the management of the utility is inefficient or 
where the service is inadequate without good reason, the Commis- 
sion, as has been pointed out in consideration of earlier cases, is not 
disposed to grant increases in rates. In some of the cases this inef- 
ficiency is evidenced, among other ways, by faulty or inadequate 
accounting procedure. 

In the case In re Appl. Home Tel. Co., decided July 21, the Com- 
mission denied the application for an increase, holding that main- 
tenance of the system had been very much neglected; that operating 
exi>enses as reported, especially the charge for labor, were excessive 
for the amount of work done upon the system,* and that in view of 
the revenue available, the condition in which the plant then was, 
and the apparent neglect which had characterized its management, 
it would be unfair to authorize any increase in rates at that time; 
that when the plant had been put in proper condition and the 
management had evidenced its intention to so maintain it and 
furnish the kind of telephone service which a highly developed 
conmiimity should have, an application to establish rates for such 

> See discussion of case on page 36. Important cases asking emergency 
increases, based on increased cost of fuel and labor, but especially fuel, in 
gas and electric rates and heating schedules, have in some instances just been 
issued by the Commission or are pending or about to be brought according 
to newspaper reports. A decision very recently rendered by the Commission 
(Oct. 24) relates to application for emergency increases for lighting and heat- 
ing service in Milwaukee. The opinion comes too late for extended comment 
at this time, which is reserved for next month. The order, however, adds 
31 cents per kw. hr. for all energy used in excess of 1,000 kw. hr. per month, 
authorizes the discontinuance of flat rates for heating service, and adds to 
present rates an additional charge of 20 cents for each 1,000 lbs. of condensar 
tion for high pressure steam heating, and 14 cents for each 1,000 lbs. of con- 
densation for low pressure steam heating. The rates are to be in effect as 
nearly as possible between October 1, 1917, and March 31, 1918, and after 
the later date, unless otherwise ordered, the old rates, excepting flat rates 
for heating, are to be restored. 

> See also case of In re Appl. Bipon United Tel. Co. on page 85. 



service would be in order. In the case in question it appears that 
the sole owner and manager of the business devoted practically all 
of his time to an automobile repair shop. In the immediately 
following case. In re Appl. Bangor Tel. Co., decided July 21, the 
application was denied for much the same reason, though in that 
case the fact that applicant had never kept its books in accordance 
with the uniform classification of accounts prescribed by the Com- 
mission or in any adequate way whatsoever, thus making impossible 
jany accurate audit of its transactions, was a contributing factor. 
The Conunission held that when the service had been made ade- 
quate and records were made available to show what applicant was 
actually accomplishing, an application to increase rates might be 
in order. 

Another interesting case bearing on the question of adequacy of 
service and increase in rates is that of In re Gas Rates and Service 
of Wis.-Minn. L. & P. Co. at Eau Claire, decided August 28, in 
which application by the 'company for an emergency increase in 
gas rates and a complaint against service by the city, were involved. 
The Conunission held that the service had been and was imsatis- 
factory and that inspection by the Conunission's engineering staff 
indicated a very serious deficiency in the quality thereof, and that 
while the company was apparently making a real attempt to remedy 
such conditions, the defects were so serious that the company must 
put its plant and equipment in condition to furnish satisfactory 
service and actually be supplying service of a reasonable grade 
before it could reasonably expect to increase rates. Under the 
circumstances, the Commission deemed it best both to dismiss the 
city's complaint and deny the company's application without prej- 
udice, stating that it would entertain an application for the estab- 
lishment of adequate rates if a change were considered necessary by 
the company when it had put itself in a position to furnish good 
service. 

In the case In re Appl. Murry Farmers' Tel. Co., decided October 
2, there was involved both a misleading situation through incorrect 
accounting methods, and an unduly heavy loading of rural lines. 
The Conunission held that applicant's revenues were suflficient to 
afford an adequate return on a conservative fair value; that apparent 
deficits in applicant's accounts were due to the fact that applicant 
was endeavoring to take care of all construction out of subscriber 
earnings (observing that 25 per cent of applicant's plant had already 
been built up out of earnings) ; and that applicant's non-stockholding 
subscribers were paying a fair rate for the service received, and that 
to increase the rate for such subscribers would result in the acquisi- 
tion of property for the stockholders at the expense of the non- 
stockholders. The Commission denied the appUcation without 
prejudice and stated that should subsequent developments result in 
additions to the plant through capital acquired by sale of stock or 
other proper means, and should applicant make such changes in 
its lines as would make the number of subscribers conform to that 
recommended in the Commission's standards of service. In re Invest. 
Standards for Tel. Service in Wisconsin, 15 W. R. C. R. 1, then, if 
conditions seemed to warrant, the Conunission would consider an 
application by the company to increase rates. 

In some cases where the inadequancy of service extends to only 
one kind of service, the increase is granted except as to that service. 
Thus in the case In re Appl. Waunakee Tel. Co., decided August 
16, the Commission granted an increase in rates except for rural 
service. As to this service, the Conunission ruled that no increase 
in rates was to be made until the utility presented a definite program 
for the improvement of such service and the reduction of the niunber 
of telephones per line. 

Another case in which increase in rates was made contingent upon 
improvements in service, is that of In re Appl. Crivitz Rural Tel. 
Co., decided July 24, in which there had been complaints in regard 
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to toll service, in attention to equipment troubles, dilatory opera- 
tors' service, use of lines by certain parties for imreasonable contin- 
uous periods, and little attempt to accommodate applicants for 
service where some outlay for extension was required. The Com- 
mission held that an increase in rates was necessary, but that the 
service was inadequate and that the equipment should be gone over 
by a competent telephone lineman and provision made for adequate 
service in the future before any increased rates were placed in effect. 
The Commission authorized the utility to put in effect the schedule 
specified when an inspection by the state engineering staff indicated 
that that part of the Commission's order relating to improvement 
of the service had been complied with. 

In some situations it is considered sufficient simply to grant the 
increase in rates and order the improvement of the service specifying 
the time within which such improvements, and construction incident 
thereto, if such is necessary, shall be brought about, as was the case 
In re Appl. Ontario etc. Tel. Co., decided October 2. In some situ- 
ations, of course, no great blame attaches to the management, and 
an increase in revenue is necessary in order to permit necessary steps 
to put service and management on a sound basis. This appears to 
have been the situation In re Appl. Briggsville etc. Tel. Co. decided 
July 17, in which the Commission held that the administration of 
applicant's affairs had not been very effective due chiefly to a false 
economy, but that service conditions at applicant's plant could not 
be greatly improved until the various companies centering at the 
exchange could be induced to go under a single management and 
agree to the employment of a competent lineman to maintain the 
plant in a first-class condition, a plan which, however, necessitated 
the establishment of such a rate schedule as would yield sufficient 
revenue to offset the increased expense, and to provide for an ade- 
quate depreciation reserve. 

V. MISCELLANEOUS QUESTIONS OF SERVICE 

A. Adequate Extent op Telephone Service and Toll 

OR Flat Rate Service 

The question of adequate extent of telephone service as involved 
in the question of toll or flat rate service has already been referred 
to in connection with the discussion of some of the earlier cases of 
the Commission. The question is somewhat incidentally involved 
in the case In re Appl. Briggsville etc. Tel. Co., decided July 17.* 
In this case applicant's schedule included a flat rate for a certain 
connection with another exchange, and also a toll rate for such 
connection. None of the flat rate subscribers, as it happens, how- 
ever, were located in the twilight zone between the territory of the 
two companies or exchanges. The flat rate charge was remitted 
entirely to the other company as a switching charge, so that the toll 
rates were the only toll revenues contributing to the upkeep of this 
service. The Commission held that the flat rate charge should be 
discontinued, and that a uniform charge on each message between 
the two exchanges should be put in as specified. 

B. Expectation of Reasonable Continuity of Service 

The question of a reasonable continuity of service was involved 
in the case Invest. Service of Mineral Point Public Service Co. etc., 
decided July 25. In this proceeding complaint had been made 
that the utility's facilities for furnishing power were overtaxed, that 
any additional power or burden taken on would result in very 
inadequate service, and that unless some adequate provisions were 
made for furnishing power throughout the coming year, the mining 
business in the part of the state involved would be seriously crippled, 
and the Commission was requested to investigate the situation and 

^ Case also diseaised immediately above. 



require the utility to make such extensions to its plant and facilities 
as might be necessary to make reasonable provision for future 
demands to be made upon the utility for power. The utility con- 
tended that inasmuch as complainants were at the time suppUed with 
sufficient current the service was adequate, and that the Conmiission 
had no authority to enter the desired order. The Commission held, 
however, that the term ''reasonable service," as used in the statutes, 
not only referred to a sufficient supply of power at the present mo- 
ment, but also to a reasonable assurance of such supply in the future, 
and that the service afforded by respondent was inadequate in that 
insufficient provision was made for a continuous supply of current 
imder emergency conditions, and ordered the utility to submit for 
the Commission's approval a detailed plan showing changes con- 
templated by it in order to make adequate provision for a reasonably 
continuous supply of electric current to its patrons. As to what 
constitutes a reasonable assurance of continuity of service, the 
question depends on the individual case. For example, an interrup- 
tion possibly of trifling moment in the case of a residential district, 
might well be of great importance to a different class of consumers. 
In other words, apparently, chances of interruptions in service 
must be measured by the seriousness of such interruptions should 
they take place. 

C. Time for Commencing Street Lighting Service 

In the case of Village of Ptdaski v. Pulaski L, & P. Co., decided 
August 8, one of the matters complained of was that ciurent was 
not available for lighting earlier in the evening, and at the hearing 
of the matter some difference of opinion developed between the 
parties as to the interpretation of the term "dusk" when the lights 
were scheduled to be tiuned on. On this point the Commission 
held that as regards night service, it was the standard practice to 
make such service available one-half hour after simset on fair days, 
and that on cloudy days, when conditions vary, time of commencing 
service necessarily depends upon good judgment, but that in case 
of doubt as to the necessity for lights, the ciuxent should be made 
available. The Conmiission stated that respondent should obtain 
one of the various tabulations worked out on substantially the basis 
specified and govern its operations accordingly. 

D. Closed Shelters at Interurban Railway Stopping 

Places 

This question was raised in the case of Ela et al. v. M, L. H. & 
T, Co, et al., decided August 2. The Commission held that inter- 
urban service is sufficiently different from steam railway service 
to warrant different treatment as regards station facilities, inter- 
urban cars being operated more frequently and, except under unus- 
ual conditions, being closer to their scheduled time than railway 
trains which ordinarily have much longer runs, and interurban 
stopping places being frequent and the freight business not well 
developed; that it was, therefore, impracticable to employ a care- 
taker or agent except at the important centers, and that without an 
attendant the closed structure with heating facilities might be sub- 
jected to vandaHsm and possibly become a nuisance in some re^)ects. 
In the case under discussion, the shelter provided consisted of four 
triangular compartments provided with benches and open on one 
side, and the Commission found that to require the erection of a 
waiting room as requested, was not warranted. In connection 
with the case it was stated for respondents that it was their practice 
to provide an enclosed shelter at points where there was sufficient 
business to make it profitable for a small mercantile enterprise of 
some kind to be conducted in connection therewith, but that the 
provision of a closed waiting room with a stove without providing 
a caretaker was objected to and that to provide one with a care- 
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taker, under the circumstances of the case, would create an expendi- 
ture, entirely out of proportion to the earnings. 

E. Discontinuance op Service 

The question of discontinuance of service by a utility was involved 
in the case In re Appl. Wis. G. & £. Co. to Discontinue Heating 
Service at Kenosha, decided September 6. The proceeding in- 
volved, in addition to the company's request, a cross complaint 
against the service rendered by the company and a request that the 
Commission order changes and repairs necessary to enable the 
company to render adequate service. The company alleged that 
its heating plant which it acquired by purchase a niunber of years 
before, was antiquated, and that to enforce its continued operation 
would put a hardship upon the company and be a detriment to the 
public in the long run. The Commission, as a tentative measure, 
required the company to resiune operation of its heating plant and 
system, same having been discontinued, the Commission stating 
that it would keep the situation imder observation so as to be in a 
position to determine what ultimate disposition should be made of 
the heating utility involved should relief be sought by either com- 
pany or consumers another season. The Commission held on the 
questions raised that under all the circiunstances including the 
difficult conditions due to the national emergency, the public good 
required that the company as a tentative measure resume operations 
for the time being, thus caring for consumers who had been dependent 
upon the plant for heat, but that to require extensive repairs in 
view of cost of materials, labor and market conditions, would also 
not be advisable, and that if an increase in rates were considered 
prerequisite to continued operation, the statutes provided a method 
by which such question could be raised. 

VI. CITY FRANCHISES OR PERMITS TO TELE- 
PHONE COMPANIES AND FREE USE OF 

POLES AND CONDUIT SPACE 

This question was involved in the case In re Free Use by City of 
Poles and Conduit Space of Wausau Td. Co., decided September 
25. The question was submitted to the Commission upon an agreed 
statement of facts, and involved the vaUdity of certain ordinances 
purporting to reserve to the city the right to the free use of poles 
and conduit space of the telephone company, as in such ordinances 
specified. The Commission held that the ordinances in question 
were ineffective in so far as they purported to require the company 
to furnish the facilities involved to the city free of charge; that 
under the Wisconsin statutes and the decisions of the state Supreme 
Court, the telephone company required no franchise from the city 
in order to carry on business therein, and that, such being the case, 
the ordinances were invahd if designed as contract ordinances 
since without consideration; that if passed as in the exercise of the 
city's police power, they also could not be sustained since the ques- 
tion had been settled by the Supreme Court in the case of State 
ex rel Wis, Tel. Co, v. Skeboy(fan, 111 Wis. 28, in which the Court 
held that the police power must be exercised for the public welfare 
and not for public gain; and that it being stipulated that the com- 
pany had not forfeited any of its rights in the matter by acquiescence 
or waiver, it could now insist upon a reasonable compensation for the 
use of its equipment by the dty. 

VII. RAILROAD EXTENSIONS AND CERTIFICATE 
OF PUBLIC CONVENIENCE AND NECESSITY, 

AND CONSTRUCTION OF SPUR TRACK 

The matter had in mind has to do with two cases resulting from 
the same situation. The first case is that of In re C. & N. W. Exten- 



sion in Oconto and Langlade Counties, 18 W. R. C. R. 462, in which 
the Chicago & North Western Ry. Co. applied for a certificate of 
public convenience and necessity authorizing a certain extension. 
The Wisconsin & Northern Rd. Co. opposes the application, filing 
a counter application in a separate proceeding, and alleging, among 
other things, that it was in position to serve all the territory proposed 
to be served by the new extension; that it had been obliged to fight 
for its existence ever since it started to build, and that a constant 
effort had been made by theC. &N. W. Ry. Co. to enter the territory 
in question. The Commission found that the evidence did not dis- 
close a situation warranting extensive duplication of facilities to serve 
the territory in question, and that, considering, among other things, 
the pioneering of the W. & N. Rd. Co. in the section involved and the 
investment of large sums of money by the builders of the road in 
order to develop the territory at a time when other railroads did not 
favor the proposition, the application of the W. & N. Rd. Co. was 
the more meritorious, and proceeded to grant its application, deny- 
ing the application of the C. & N. W. Ry. Co. The reason given by 
the latter company for the extension was that there was a demand 
by timber owners in the country involved, among them being the 
Oconto Company, for a means of moving their timber. The Oconto 
Company, however, was much the largest individual owner in the 
district and the only one, according to the opinion, which had made 
a demand upon the railway company for the proposed extension, 
the Oconto Company being desirous, apparently, of securing the 
extension for the reason that it could market its logs more cheaply 
via the C. & N. W. Ry. Co. than via the W. & N. Rd. Co., though it 
was not clear how heavy a burden the difference would impose upon 
it. Apparently, at any rate, such difference was not prohibitive. 
The nearest land owned or controlled by the Oconto Company was 
suflSciently close to the line of the C. & N. W. Ry. Co. so that that 
company could have built a spur track to serve the Oconto Company 
had it not been for the fact that some intervening land was owned 
or controlled by persons opposed to the extension by the C. & N. W. 
Ry. Co., so that in order for the latter company to construct the 
desired spur it was necessary for it to be in a position to condemn 
the necessary strip for right-of-way across the land referred to. 
It should, perhaps, be here stated that the business immediately at 
stake as well as that indirectly involved in the building of the exten- 
sion was supposed to be of great, if not of vital importance, to the 
W. & N. Rd. Co. 

The next step in the situation is found in the case of Oconto Co. 
V. C. & N. W, Ry, Co, et al,, decided July 27, in which the Oconto 
Company applied to the Commission, under section 1797-llm, 
Wisconsin Statutes, for an order requiring the C. & N. W. Ry. Co. 
to construct a spur track to serve petitioner. The section referred 
to provides that a railroad shall be required to construct such a spur 
track whenever such spur track is "practically indispensable" to 
the successful operation of any industry; whenever its constructioii 
and operation is not usually imsafe and dangerous, and is not unrea- 
sonably harmful to the public interest, and when such spur track 
will not necessarily exceed three miles in length. Such an order 
would, of course, give the railway company the right to condemn 
the strip for right>of-way across the land referred to and enable 
the Oconto Company, through construction of logging roads, to 
make its shipment as originally desired. The Commission held, 
among other things. Commissioner Trumbower dissenting, that the 
conditions imposed by the statute were met by the situation; that 
petitioner as a shipper was merely asking at its own expense an 
incidental facility to an existing railroad such as is being generally 
granted throughout the state; and that the Certificate of Public 
Convenience and Necessity Law, involved in the prior proceeding* 
had reference to an entirely different situation and did not contem- 
plate that an individual should be denied the right, at his own ez- 
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peiise» to build spur tracks within the law for the purpose of intro- 
ducing into his business a material reduction of operating costs 
resulting in successful management. 

In the dissenting opinion. Commissioner Trumbower held that 
the petition should be dismissed; that under all the circumstances 
of the case the construction of the spur track was not ''practically 
indiq>ensable" to petitioner's successful operation; that in substance 
the situation was essentially the same as in the prior proceeding, 
and that the contention that the Spur Track Law should be admin- 
istered without reference to the Public Convenience and Necessity 
Law, was not sound in view of the principal of statutory construc- 
tion that the provision of one statute should not be interpreted so 
as to nullify or make void the provisions of other statutes; that the 
power of eminent domain, necessarily involved in the construction 
of the spur track requested, could only be invoked for a public 
purpose, and that it was not such a public purpose to accomplish 
indirectly what had been held contrary to public interest; that so 
far as public interest is concerned, the construction of the extension 
refused in the former proceeding would be preferable, and that to 
order the construction of the spur track requested would, to a great 
extent, nullify the certificate granted the W. & N. Rd. Co., inter- 
vener in the present proceeding, thus placing the state in the position 
of taking away with one hand that which it had previously granted 
with the other; that under all the circumstances the construction 
of the spur track could not be said not to be "unreasonably harm- 
ful" to the public interest. 

The present stage of the situation is that the W. & N. Rd. Co. 
has taken an appeal from the Commission's order, and the owner 
of the intervening land across which right-of-way will have to be 
condenmed for the spur track ordered, has applied for a temporary 
injunction to stay the carrying out of the Commission's order, the 
granting of such injunction being now under advisement by the 
Court. 

Part B. Cases Isstted fbom October 15 to November 15^ 

Electric and Heating Rates 

In re Emergency Increases in Rates for Heat and Electric Power in 
City of MUwavkee and Vicinity^ October 24. Apphcations, under 
Sec. 1797M-99, Wisconsin Statutes, by the Milwaukee Electric 
Railway & Light Co., the Wells Power Co., and the Milwaukee 
Lt. Heat & Traction Co., requesting emergency rate increases, 
based upon increase in operating costs, especially of coal and labor, 
in certain light, heat or power schedules, the specific emergency 
rates asked, however, being based on the coal factor alone. All the 
applicants allege that as a result of the increased cost of coal since 
1915 their rates are unremunerative and do not yield sufficient 
revenue to meet increased costs, it being more particularly alleged, 
among other things, that the greatly increased price of coal, together 
with the poorer quality thereof, has resulted in doubling the average 
cost of coal per unit for both heating service and electric energy for 
the fiscal year 1916, in June and July 1917, in spite of every effort 
to get coal at the least possible cost, and that things are growing 
worse rather than better. Request is made for authority to dis- 
continue all flat rate heating service and to put in effect, for heating 
service, and for power, in excess of 1,000 K. W. H. per month, ex- 
cepting certain contract service to other public utilities and munici- 

^The digests given are of such opinions and dedsions as seem to contain 
matter of general interest, though the digests given do not purport in every 
case to be exhaustive. Other decisions issued by the Commission during 
the above period relate to the following subjects: Establishment of 
physical connections between railroads; grade crossings and restoration of 
highways; train service; telephone rates; extension of telephone lines 
under Anti-Duplication law, and water powers (regulation of water level). 



palities, a sliding scale with a coal factor basis, such scale providing 
for a decrease in rates as specified, when the cost of coal is less than 
$2.50 per net ton of 2,000 pounds delivered in the company's bunk- 
ers, and the cost of heat units is less than 11 cents per 1,000,000 
B. T. U., and for an increase in the rates, as specified, when the cost of 
coal is more than $3 per net ton of 2,000 pounds delivered in the 
company's bunkers and the cost of heat units is more than 12 cents 
per million B.T.U. 

Applicants allege, among other things, that the rates asked will 
not fully compensate even the increased coal costs alone, estimated 
at $750,000, without taking into consideration large increases for 
labor in all departments, estimated as amounting to at least $800,- 
000. The Wells Power Co. and the M. L. H. & T. Co. are largely 
owned, directly or indirectly, and wholly controlled by the same 
interests which largely own and wholly control the T. M. E. R. & 
L. Co. A pending case involves not only electric rates herein con- 
cerned, but other matters not susceptible of adequate investigation 
in connection with an emergency hearing. 

The city contends, on the basis of a calculated fair value of the 
electric utility, that earnings in previous years have been sufficiently 
large to make it inequitable for the company to now seek relief. 
The city also contends, with respect to the cost of heating service, 
that there is an apparent loss by operating non-condensing engines 
for electrical energy for the years 1914 to 1916 inclusive of approxi- 
mately $274,000, basing its estimates on a comparison of the Com- 
merce street station where condensing equipment is used, with the 
efficiency of certain other selected plants with a low operating cost, 
and suggests that such loss should be charged to the heating utility. 
A number of large power users, while not exactly opposing the ap- 
plication, insist earnestly that whatever is done the Commission 
carefully see to it that there be not placed upon the shoulders of 
large power users a burden that ought in fact to be borne by other 
classes of consumers, and, on the part of some of the heating con- 
sumers, it is strongly urged that consideration should be given to the 
fact that landlords are not in a position to shift the burden of in- 
creased heating rates to their tenants through changes in leases, 
some of which have a long time to run. 

As a result of acute coal shortage early in 1917, applicants, in order 
to protect themselves and the public, entered into certain contracts 
for coal from other than the former sources, from which no as- 
surance as to delivery or as to prices could be secured. 

In connection with the case a careful analysis was made of coal 
costs under such contracts, which, barring entirely unforeseen 
contingencies, will be sufficient to care for applicants' needs to at 
least April 1 . 1918. Daily tests of coal showed its B. T. U. efficiency, 
and careful investigations were made to arrive at final costs of coal 
at the various plants and the cost in cents per million B. T. U. The 
total coal costs arrived at were then apportioned on the basis of 
pounds of steam used for various purposes in order to ascertain coal 
costs assignable to generation of electricity, and coal costs assignable 
to heating, and a further analysis of costs was made in order to de- 
termine costs properly chargeable to high pressure steam heatmg 
and to low pressure steam heating. In connection with the analysis 
of costs, it was considered not fair to charge electric consumers on a 
basis differing very materially from that which would prevail were 
high efficiency condensing engines alone used for electric generation. 

Held: That an emergency, such as contemplated by the statute 
involved, exists, warranting relief in some form; that the contention 
of the city that earnings in previous years have been sufficiently 
large to make relief at present inequitable can not be conceded, the 
bases used in the city's calculations, particularly as to the value of 
the property, being too uncertain to permit the use of such calcula- 
tions as a main factor in the present proceeding, and that while the 
electric rate schedules concerned, fixed by the Commission, were 
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undoubtedly reasonable when fixed, and under normal conditions 
would not give rise to circumstances warranting an application for 
emergency relief, present conditions are abnormal in so many re- 
spects that the Commission would be delinquent in its duty under 
the statute should it fail to clearly weigh the unusual operating con- 
ditions involved; that independent investigations made elsewhere 
develop increases in costs of supplies and materials ranging from 11 
to 125 per cent (decision of Public Service Commission of Indiana 
In the Matter of the Application of Indianapolis Lt. & H. Co. et. 
al., latdy decided) ; that increases in labor costs necessary to enable 
the pubUc utility to efficiently perform its public obligations and to 
render adequate service are not to be avoided, and that while in- 
creased costs of labor and materials were felt but little by appli- 
cants during the fiscal year 1916, and in the fiscal year 1917, in their 
most acute form only during the last months of such year, such in- 
creased costs are now felt in all branches of every department; that 
inspections of revenues and operating expenses for recent months 
demonstrate that the margin of net revenue remaining, after pay- 
ment of fixed charges, has been and is being very greatly cut down, 
though it has not as yet reached the point where the question of 
ability to meet fixed charges is seriously presented, a contingency, 
however, which should not be allowed to arise; that a curtailment 
of net revenue, through extraordinary increase in operating expense, 
seriously threatening a utiUty's credit or its ability to obtain neces- 
sary capital on favorable terms, is likely to result in failure of 
efficient and adequate service, one of the primary objects of utility 
regulation; that coal could not be purchased upon a more favorable 
basis at the present time than that contracted for by applicants; 
that careful investigation of unit costs under such contracts shows 
that the cost in cents per miUion B. T. U. from July 1, 1917, to 
April 1, 1918, is approximately double that for the calendar years 
1915 and 1916, and that the result of the various apportionments, 
statistical analyses, and investigations made shows an increase 
over the latter years for the month of June, 1917 in the coal costs 
per K. W. H. and per pound of H. P. and L. P. steam of over 100 
per cent at the production plant, such units being subject to cor- 
rection for losses in distribution. 

That to charge heating utility consumers, as suggested by the 
city, with the loss shown through a comparison of the Commerce 
street plant, where condensing equipment is used, with certain other 
selected plants with a low operating cost, would be altogether unjust 
to such consumers, in charging them not only with the additional 
cost of supplying steam through the use of non-condensing engines 
above the actual cost in Milwaukee where condensing equipment is 
used, but in also placing upon them the additional burden of having 
that cost measured by those plants having the highest efficiency in 
the United States, and operating under conditions which, in the 
absence of careful investigations surrounding each case, can not be 
said to be such as to either make the various plants comparable or 
non-comparable, and that for the purpose of the present proceeding 
it seems not far amiss to use the coal cost of the Commerce street 
plant as fairly representing the standard to which the electric con- 
sumers are entitled in determining the cost of electric energy. 

That unit coal costs, arrived at as a result of the various appor- 
tionments, statistical analyses, and investigations made, and based 
on applicants' coal contracts, and on applicants' assumption that a 
coal cost of 12 cents per million B. T. U. may stiU be normal, show 
that an increase in the power rates for electric energy in excess of 
1000 K. W. H. per month of 0.81 cents per K. W. H. may be allowed 
and of 20 cents and 14 cents per thousand pounds of H. P. and L. P. 
steam respectively; that the increased revenue thereby derived will 
not compensate applicants, however, for increased cost of coal alone 
and will not provide for any of the increased costs of labor; and that 



since under applicants' contracts, no material change in the coal 
cost factor is to be anticipated during the period ending March 31, 
1918, the increase in rates fixed on such basis will lead to the same 
results as though the sliding scale sought by applicants were adopted; 
that it is also considered desirable that until a more complete inves- 
tigation can be made, uniform rates be preserved for the various 
companies operating in Milwaukee and the same measure of relief 
granted to the Wells Power Co. as is granted to the T. M. E. R, 
& L. Co., and that inasmuch as continuous reading and billing is not 
in effect for all the applicants, some arrangement is necessary whereby 
the length of period, during which the rates named shall be in force 
and effect, will be the same to all consumers, and that such method 
should be adopted for readings and billings under the order as will 
come nearest to making the meter readings for which the six months 
charges are to be made correspond with the period from October 1, 
1917, toApril 1,1918. 

That flat rate heating service should be eliminated and the heating 
system completely metered as the only means of eliminating actual 
discrimination among consumers; and that while landlords may not 
be in a position to at once shift the added burden of increased heating 
rates, as contended, they are in no different position in that respect 
than they would be were they supplying their own heat, and that 
additional cost of service, under the new schedule to be put into 
effect, will not be as great, it is believed, as would be the increase in 
the cost of <q>erating isolated heating plants. 

That as regards the application for an increase in electric rates 
being confined to those consumers using over 1,000 K. W. H. per 
month, it must not be overlooked that in the case of the larger con- 
siuners, especially of power, the cost of coal represents a relatively 
large part of the cost of the service, while in the case of the smaller 
consumers such cost represents a relatively small per cent of the 
total cost of the service; that such large users of power, in receiving 
a service substituted for one which otherwise would demand the 
direct use of coal, have the relative saving or convenience to them 
through the substituted use of electric energy more than preserved 
in proportion as coal cost increases, and that it is also not felt that 
the justice of increased rates to the smaller consumers (rates to such 
consumers being under investigation in main cases pending before 
the Commission and shortly to be heard), a large part of whose 
charge is now made up of the demand factor, could be ascertained 
without a much more detailed analysis of all factors entering into 
such service than would be possible in an emergency hearing. 

Order: For energy delivered in excess of 1,000 K. W. H per month 
0.31 cents per K. W. H is added to the rates now applicable, and for 
each 1,000 lbs. of condensation for high and low pressure steam 20 
cents and 14 cents is added to the present high and low pressure 
steam schedules respectively. The rates named are made applicable 
to all meter readings from and including October 25, 1917, to and 
including April 24, 1918, all customers affected to be maintained in 
the same rotation as to meter readings and billings so that none shaU 
pay for more days of service than the equivalent of the days of 
service between October 1, 1917 and March 81, 1918, inclusive, and, 
unless otherwise subsequently ordered, rates in effect at the present 
time are in all things to be restored upon the expiration of the period 
specified for the increased rates provided for, except that flat rates 
for steam heating service are not to be restored, but all such rates 
are abolished and metered service substituted therefor. Jurisdiction 
of the proceeding and of the increased rates provided for is fully 
retained. 

Gas Rates 

In re Appl. Monroe Lt. & Fud Co. to Increase Rates, October 24. 
Applicant asks to increase its present rates, which range from $1,50 



Digitized by 



Google 



DECISIONS AND ORDERS OF PUBLIC SERVICE COMMISSIONS 



41 



per M. for from one M. to five M. cu. ft. per month to $1 per M. for 
gas used in excess of 25 M. cu. ft. per month, ^ cents per M. per 
month. Applicant alleges that prices of coal, oil, coke and labor 
used in the production of gas, have increased from 10 to 100 per 
cent, and that present rates are inadequate. Held: That the ap- 
plication should be granted, and that even under increases proposed 
by the utility, probable revenue will fall somewhat short of probable 
increased expenses; that the most conspicuous increase in costs in 
the present case, however, that in general office salaries, has not 
been entirely necessitated by the company's operating require- 
ments. Application granted, the Commission, however, retaining 
jurisdiction to make such revision of rates authorized as may be- 
come advisable because of changes in operating expenses or for other 
reasons. 

In re Appl. Manitowoc Gas Co, for Emergency Increase in Rates, 
October 27. Applicant alleges that its present lawful rate is $1.15 
per M. cu. ft. with a discount of 10 cents per M . cu. ft. for prompt 
payment, and a minimum bill of 25 cents per month. Applicant 
aUeges that its present schedule is inadequate and asks that the 
Commission, after a valuation of the property, fix a schedule of 
rates. During the time elapsing, however, between the filing of the 
appUcation and hearing thereon, conditions in the gas industry had 
become so abnormal that the application was virtually developed 
Into a plea for such relief as might be immediately afforded. During 
the three fiscal years ending June 80, 1917, applicant's gross in- 
come, after a reasonable provision for depreciation each year, has* 
been less than 7 per cent on a conservative fair value. 

Held: That the emergency provision of the Pubhc Utility Law 
(Sec. 1797M-99, Wisconsin Statutes) was intended to afford a 
measure of relief only in such cases as would clearly be defined as 
emergencies, and that where a utiUty has been able to accumulate a 
proper surplus after meeting the charges entering into the cost of 
service, including a fair return on the investment, consumers may 
be said to have insured the utility against fluctuating conditions of a 
more or less temporary nature; that applicant's condition, however, 
has not been such as to enable it to meet all the costs of service in- 
cluding the cost of the capital employed in the business and to insure 
itself against emergencies which may arise in the conduct of its 
business; that using the fiscal year ended June 30, 1917, as a base 
year, to measure the extent of the existing emergency, the gross 
increase in the price of labor and fuel, the elements entering into the 
cost of gas service which have increased most seriously, per M. 
cu. ft of gas sold is approximately 39 cents, subject to an offset of 
about 21 cents per M. through increased coke revenue and of about 
3 cents per M. through estimated increased gas sales, making the 
net increase necessary and appUcable to each M. cu. ft. sold 15 
cents. 

Order in accordance with foregoing, the increased rates authorized 
to be in effect for meter readings taken from November 1, 1917 to 
April 30, 1918, inclusive, applicant as nearly as possible to read the 
meters on the same date each month and no consumer to be re- 
quired to pay the increased rate authorized for more than six months, 
service, the Commission also retaining jiuisdiction to make such re- 
vision of the rates authorized as may become advisable because of 
changes in operating expenses or for other reasons, at any time. 

In re Appl. Sheboygan Gas L. Co. for Emergency Increase in Gas 
Rates, October 27. Applicant alleges that on account of the 
extraordinary conditions which have developed as regards the coal 
situation, emergency relief is required. Testimony in the case in- 
dicates that the price of gas coal delivered at the plant has advanced 
from $8.90 per ton imder the former contract, to the present con- 
tract price of $6.13. Stoking labor, it is stated, has also advanced so 
that the increase is equivalent to 33^ cents per ton of coal handled. 



Applicant hopes, however, to offset the increased costs other than 
coal costs, in part at least, by further development of the business. 
Applicant's gross income dining the last four fiscal years, after al- 
lowing for depreciation, has varied from 3.5 per cent to 6.7 per cent 
upon the estimated value. 

Held: That appUcant's return the last few years has not been such 
as to enable applicant to insure itself by large earnings against any 
extended abnormal conditions which have now arisen and that ap- 
plicant should, therefore, be given relief; that unless conditions 
entirely unforseen arise, the period of unsettled conditions will 
continue at least throughout the approaching winter; that on the 
basis of coal consumption during the past July, August and Septem- 
ber, an increased cost of coal per M. cu. ft sold of 25.6 cents is 
obtained, subject to reduction, however, in part for the increased 
value of residuals and byproducts; that the increase in the price of 
coke together with a small increase from tar and ammonia sales, 
gives an offset per M. cu. ft. sold of 4.7 cents; that the normal 
permanent increase in sales, on the basis of increase during the past 
July, August and September, will give an offset of the difference be- 
tween the output cost per M. cu. ft. gas sold and the average rate 
received for gas sold or about 5 cents per M. cu. ft; and that imder 
all the circmnstances on the basis of changes in coal prices alone, 
an increase of from 10 to 15 cents per M. cu. ft. of gas sold is war- 
ranted under conditions now existing and which have existed for 
some time, though as any increase in revenue from residuals will de- 
crease the amount necessary to offset increased coal costs, an in- 
crease in the present average price secured by appUcant for coke 
residual, as api)ears probable, will tend to produce conditions neces- 
sitating the re-opening of the case. 

Order: Applicant is authorized to add to its schedule 10 cents 
per M. cu. ft. for the first M. cu. ft. or fraction thereof, used in one 
month, and 15 cents per M. cu. ft. for all gas used in one month in 
excess of 1,000 cu. ft. The increased rate may be made effective 
for all meter readings from November 1, 1917 to April 30, 1918, 
inclusive, the billing period for each consumer to be as nearly as prac- 
ticable one month in each instance and no consiuner to be billed 
under the increased rates authorized for more than six months. 
The Commission retains full jurisdiction of the proceeding. 

Railroads 

Grade SeparaHon — Extension of Time for Compliance vjiih Order — 
Provision for Payment of Its Apportioned Cost by City. 

In re Grade Separation onC.M. & St. P. R. in Milwaukee, October 
28. Supplementary proceeding involving a request by the Chicago, 
Milwaukee & St. Paul Ry. Co. and the street railway company 
(T. M. £. R. & L. Co.) for an extension of time for compliance with 
the grade separation required in the order. In re Grade Separation 
on C. M. & St P. R. in Milwaukee, 15 W. R. C. R. 762, and the 
adequacy of the provision made by the city for the payment of its 
portion of the cost of the work. The request is based upon greatly 
increased prices of materials and labor under war conditions and 
difficulty in securing men and some kinds of material. Attention is 
also called to recommendations of the Railway War Board for cur- 
tailment of non-essential improvements during the present emer- 
gency. The city authorized a bond issue based upon estimates sub- 
mitted by the railway company. 

Held: That the city has made aedquate provision for the payment 
of its portion of the cost of the work under conditions as they existed 
on May 1, 1917 (the outside date fixed for starting the work), but 
that under existing conditions the immediate performance of the 
work would materially increase the cost to both the city and the 
railway companies, and would divert materials, equipment and labor 
from other work which is more directly essential to the successful 
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prosecution of the war; that under the circumstances it is considered 
advisable that the work be deferred. 

Order: The previous order is amended so as to require the work to 
be started on or before June 1, 1918, and to be completed on or be- 
fore December 81, 1920, the time fixed being subject to further ex- 
tension upon due application therefor, should the present emergency 
conditions be prolonged to the date fixed for the commencement of 
of the work, and the Commission reserving the right to require the 
authorization of additional issue of bonds or other adequate pro- 
vision in the event that at the time of the actual commencement 
of the work, the city's provision for payment of its portion of the 
work shall not prove adequate. 

Rates. 

In re Refrigerator Car Charges for Potatoes, October 25. The 
charge under investigation is a charge of $5 per car per trip for the 
use of refrigerator or other insulated cars for loading with potatoes 
or other vegetables taking class "C" rates in the Western Classi- 
fication during the period from October 15 to the following April 15. 
The carriers contend, among other things, that the use of refrig- 
erator cars for potatoes, the principle commodity affected by the 
proposed charge, was not contemplated by the railroad when rates 
on potatoes were established; that the charge under investigation is 
intended to cover additional expense connected with the use of such 
cars by reason of their greater value, cost of movement, etc., as 
compared with box cars; that the charge in question is also an ad- 
ditional inducement to foreign and private owners of refrigerator 
cars to supply them for the use of shippers at points of origin, which 
works to the advantage of shippers when the originating carriers* 
supply is insufficient, and that by reason of the greater expense to 
the shipper in placing box cars as compared with refrigerator cars 
in condition for the shipment of potatoes, it is an advantage to him 
to use refrigerator cars at a charge of $5 per car per trip rather than 
use box cars without such charge. A charge such as the one in 
question has been held reasonable by the Interstate Commerqe 
Commission in a number of cases. A provision in the tariff gov- 
erning rates on potatoes authorizes lining to be carried free with the 
shipment, and returned free to point of shipment, resulting in in- 
creasing non-pay weight with increasing amount of material used 
in lining. The charge under investigation prior to July 1, 1915, 
provided that such charge should accrue to the owner of the car, 
but such provision has subsequently been eliminated. Investiga- 
tion shows it to be the policy of owners of refrigerator cars to restrict 
the use of such cars to long haul movements on accoimt of the un- 
satisfactory return from short haul movements on a mileage basis 
alone. 

Held: That taking all things into consideration, the charge in 
question is not unreasonable for intrastate traffic; that^e number 
of refrigerator cars owned by carriers operating at points where the 
potato traffic originates seems wholly inadequate for the demands 
thereof, and that refrigerator cars are now in use generally in con- 
nection with such traffic; that while the expense to the shipper of 
lining a refrigerator car is probably considerably less than the ex- 
pense of lining a box car, the provision in the tariff authorizing the 
carriage of the lining with the shipment free of charge and also its 
return free to point of shipment, with resulting non-pay weight, tends 
to equalize the expense to the carrier as between furnishing a re- 
frigerator or a box car; that on the basis of certain figures of value, 
maintenance and life for refrigerator cars submitted by the carriers, 
the net return to private owners of refrigerator cars on the basis of 
the one cent per mile paid and on the basis of a very liberal estimate 
of miles per car per month travelled would be less than 5 per cent 
per annum, and that whatever disadvantage the charge in question 



may work to intrastate traffic will be partly, at least, offset by reason 
of the inducement offered owners of refrigerator cars to supply their 
cars for the state potato traffic; that the tariff should be in the form 
originally published, however, so as to provide that the charge for 
the use of refrigerator cars of private ownership will accrue to the 
owners. Order in accordance with foregoing. 

In re Appl. C. & N. W. in re Industry Switching and Tank Car 
Movement Charges, November 3. Applicant asks that the general 
rule of the tariff here involved covering local industrial switching 
be changed to read "on coal; $5 per car of 80,000 pounds or less, 
with the excess in proportion. On all other commodities one cent 
per hundred pounds with a minimum charge of $5 per car," such 
changes to be applicable at all stations in Wisconsin (except Mil- 
waukee where rates have been established), and the exceptions noted 
on pages 2 to 5 of the tariff in question at some thirty odd stations 
to be withdrawn and cancelled; that it make applicable at all 
stations in Wisconsin without exception the charge of $2 per car for 
"internal" switching between different plants of the same industry, 
and that authority be granted to make the charge on tank cars 
from the Standard Oil Co.'s storage plant to its storage tank at 
Green Bay and there partly unloaded 5 cents per cwt. with a mini- 
mum charge of $2 per car, instead of 5 cents per cwt. with a minimum 
charge of 25 cents per car, as at present applicable. As regards 
the so-called internal switching rate, used largely by paper manu- 
facturers who in many cases provide their own equipment, the point 
is made that where an industry furnishes its own equipment, the 
railroad should be permitted to make a lower rate for such internal 
switching than it does for those using the carriers' equipment. At 
the time when many of the rates involved were established it was the 
carriers' practice to make only a nominal charge, if any, for both 
industrial and internal switching in order that industries might be 
developed and traffic originated. Sec. 1797-22 prohibits the car- 
riers from making any concession in charges because of the owner- 
ship by the party receiving transportation service of any of the 
faciHties incident thereto, though the payment of a reasonable rental 
for the use of such facilities is allowed. Held: That no reason 
is seen why the statute in question is not applicable to the instant 
case; that the changes proposed by applicant are reasonable and 
will not biurden shippers, aside from the fact that they have the 
highly desirable advantage of uniformity; that the proposed rule 
for the internal switching, however, is somewhat ambiguous, and 
that the rule should be changed to read as specified. Application 
granted subject to forgoing. 

Weil d:Sons v, C. M, <fc St P. R, Co,, November 12 (Interpretation 
and application of concentration and reshipment clause in tobacco 
tariff). The tariff in question provides for a concentration and re- 
shipment rate of 60 per cent of the full tariff, but specifies that such 
rate "will not apply on shipments which have received concentra- 
tion privileges." The tobacco in question was bought by peti- 
tioner at Sparta and consigned to itself at Edgerton for concentra- 
tion and re-shipment. Respondent alleges, among other things, 
that some if not all of the tobacco shipped had been given advantages 
of concentration before leaving Sparta, and the record indicates 
that probably some of the tobacco came in on respondent's concen- 
tration rate and another part possibly on concentration rates of the 
C. & N. W. Ry. Co., but that the bulk of it never had a real trans- 
portation movement, but was brought to the warehouse by team. 
There is no regulation in the tariff for policing the traffic, and there 
is no method maintained either by petitioner or respondent which 
can identify the amount received on concentration rates. 

Held: That it does not follow that because some of the tobacco 
in question was received on respondent's concentration rate, the 
whole out-shipment forfeits any concentration privileges; that such 
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was not the Commission's understanding of the concentration clause 
in question when it gave its approval to the inclusion of such clause 
in the tariff; that the Commission's interpretation of the concen- 
tiation privilege in the tobacco tariff as regards the policing of the 
traffic was that such policing was to be done along ordinary lines, 
that is, that a shipper receiving tobacco on concentration rates 
must ship out a corresponding amount of tobacco on full tariff 
rates, and that if the shipper in the course of time receives shipments 
on concentration rates to the extent that they will not be offset by 
shipments on full outbound rates, then he will have to forfeit some 
of his concentration privileges; that to hold otherwise would prac- 
tically eliminate concentration rates for the tobacco traffic, and that 
if the carrier contemplates that the provision in question would be so 
far reaching, the clause in question should be cancelled as such an 
interpretation would be unreasonable and unjustifiable; that the 
shipments in question were entitled to concentration rates, in the 
view taken, unless the carrier shows that the shipper was not offset- 
ting the concentration rate into Edgerton with out-shipments, a 
point, however, not raised by the carrier. Refund ordered on basis 
of concentration privilege. 

In re Coal Rate Increases in Wisconsin^ November 14. Applica- 
tion by practically all the railroads in the state for a horizontal ad- 
vance in existing coal rates of 15 cents a ton, the application being 
similar to other applications made by the carriers to practically all 
the state commissions with jurisdiction over intrastate rates. The 
application in question, supplementary to one of a general nature 
similar to other applications to the Interstate Conmierce Commission 
and the various state commissions for an immediate 15 per cent in- 
crease in freight rates to become effective with the least pos^ble de- 
lay, was filed after that body's decision denying the carriers' general 
Implication for an increase, but permitting the railroads in the West- 
em District to increase their rates on coal and coke not to exceed 
15 cents a ton (the Fifteen Per Cent Case, June 27, 1917, 45 I. C. C. 
SOS), and withdraws the application for a general increase in rates. 
Aside from the alleged need of greater revenues, the carriers insist 
that the parity of interstate and intrastate rates or their relationship 
heretofore existing must be retained, and that failure on the part of 
the Conmiission to meet the interstate advances will result in con- 
fusicm and discrimination. 

The railroads allege that operating costs have greatly increased; 
that the increased wages under the Adamson Law and other ad- 
vances in cost of fuel, materials, etc., operate as continuing factors 
m greatly decreasing their net operating income; that additional 
equipment and improvements in operating facilities have become 
imperative and necessary due to changes in the nature, volume and 
distribution of the general commerce of the coimtry; that the costs 
incident to meeting the demands of such conmierce and the obliga- 
tions arising in connecting with plans for national defense can not be 
met by the revenue derived from the present basis of rates; that 
with the decreased earnings and increased cost it is increasingly 
hard to obtain the additional needed capital, and that on the present 
basis it will be necessary to pay high premiums for capital due to the 
net decrease in income from their properties. In connection with the 
application and claims made by and evidence introduced for the 
various carriers, the C. k N. W. Ry. Co. contends that the railroads 
are now face to face with unusual conditions very seriously threaten- 
ing their efficiency of operation due to increases in wages under the 
Adamson Law and to increases in wages not covered by such law, to 
the continual increase in the cost of fuel and material, to some de- 
crease in efficiency of labor on account of constant shifting of men 
in all classes of work, necessity of taking on new men, decreased 
hours of labor and extreme shortage of labor; that the war itself 
is placing a very heavy burden on the companies, and that the ap- 



plication for increases is not based on future conditions but on con- 
ditions actually existing. An exhibit introduced to show operating 
revenues and expenses of five of the railroads involved for the first 
six months of 1916 and 1917 respectively, shows an increase in 
gross revenue of some $15,000,000 but an actual decrease of about 
$3,000,000 in the net revenue on account of the increased operating 
expenses, each of the carriers involved with one exception having in- 
curred an actual decrease in net revenue in 1917. The difference 
between the rates as they formerly existed from Wisconsin points 
to points of destination in Wisconsin and from outside points to the 
same points of destination in many instances amounts to 20 cents 
per ton as a result of the increase of 15 cents per ton allowed by the 
Literstate Commerce Commission in the case referred to, and a 
prior increase of five cents from Illinois mines and certain other 
points to Wisconsin destination allowed by the same body in 1915, 
the carriers calling attention, among other instances in this connec- 
tion, to the rates from Marinette, Wis. and Menomonie, Mich, to 
interior Wisconsin points, the former rates being 15 cents lower to 
such points than the latter, though the rates in question from the 
two points were always previously on a parity, the cities being in 
effect one city as far as freight traffic is concerned. 

It is contended or urged by various interested shippers or groups 
of shippers that the existing group basis in the state should not be 
disturbed; that any such action would bring about much hardship 
and complaint from all points; that lake cargo coal and in fact all 
eastern coal is, as a general thing, of a different grade and of a 
higher quality than the coal from Illinois and western mines, 
but that there is an adjustment between eastern and western coal 
which would be disturbed if the same advance were not given to 
all points in T^^onsin as now exists from Illinois and Indiana 
mines; that any advance given should be in the way of an emergency 
advance for a specified time, permitting a study of the situation 
with the idea of later applying for a different basis of rates, if 
necessary; (on behalf of the pulp and paper manufactures of the 
state) that the rates for short hauls are imduly high and that the 
present rate adjustment is in effect depriving many of the manu- 
facturers of the benefit of their location, and (on behalf of the 
Central Wisconsin Traffic Assn.) that the rates to the territory 
involved from Green Bay should not be raised in order to meet 
rates for the distance from Milwaukee, and that the Commission 
has no authority to deprive Wisconsin Valley cities of their proxim- 
ity to Green Bay and a reasonable rate for the haul. 

Coal from the Illinois and Indiana mines moves into Wisconsin 
largely on through rates. Eastern coal moves into the state either 
by car ferry through Manitowoc, Milwaukee or Kewaunee or all 
rail through Chicago, the through charge in either case being 
made up of a combination in rates, as a general thing, either on 
Chicago or Lake Michigan ports. Such through charge previous 
to July 20, 1917, was made up of a proportional to the Lake Michi- 
gan port through which the coal moved plus the local Wisconsin 
rate from such port, but the carriers now publish for such interstate 
movements rate from the ports to interior points 15 cents per ton 
in advance, in all instances, of the local existing rates. As both 
the eieistem and western carriers have been given advances, the 
through charge now includes at least two 15 cent advances per 
ton on coal. The largest part by far of the eastern coal used in 
Wisconsin, however, is brought to the ports by boat in large cargo 
lots, delivered at docks at all the principal Lake Michigan ports as 
well as Wisconsin ports on Lake Superior, and distributed in Wis- 
consin on strictly local rates. There are no commodity distance 
tariffs on coal in the state, making necessary a considerable study 
of the actual rates in effect with the idea of arriving at such adjust- 
ment as would be equitable under all the circumstances and at 
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the same time give the advances necessary for increased revenue 
to the carriers when justified. To a large number of points in the 
state the carriers publish specific rates on hard coal. In other 
instances Class D rates apply, though in all instances a Class D 
rate is the maximum lawful rate, such rate being somewhat higher 
than the rates usually made applicable in commodity distance 
tariJSPs for anthracite coal. Applications similar to that involved 
have been granted in Michigan, Minnesota, Illinois, Indiana and 
other states, though such advances have not in all instances been 
on the same basis, the advances in Minnesota and Indiana being 
less than 15 cents for the shorter hauls. 

Held: That in order to avoid discrimination and to supply needed 
additional revenue for the carriers, advances in coal and coke rates 
in Wisconsin should be allowed, but that the application should be 
treated as an emergency application, granted to meet present ab- 
normal operating and maintenance costs; that it is believed, how- 
ever, that the Interstate Commerce Commission felt in granting 
the increase of 15 cents per ton that any inequaUties or injustices 
that might arise through the full advance would either be ironed 
out by the carriers themselves or could be ironed out by the Com- 
mission at a later time, the application having been for emergency 
reUef , and any advance within a reasonable time necessarily having 
to be on some sort of a blanket basis, and that it does not follow 
because advances should be allowed, that all the local coal rates 
in the state should be raised 15 cents per ton or raised at all in every 
case in order to avoid discrimination. 

That any violent disruption of the group system at present would 
be calculated to materially change traflBc and commercial condi- 
tions with serious results under present conditions for manu- 
facturing industries, retail dealers and small consumers, local 
dealers being practically dependent on long established connections, 
and substituted service or the establishment of new connections 
being practically impossible imder present circumstances; that the 
group system should not be permitted to work a hardship to any 
community in the group or unreasonably deprive it of natural 
advantages of location, however, and that the rates in the state 
are not always equitably adjusted; that it is not believed, though, 
that any benefit would accrue by prescribing commodity distance 
tariffs on coal at present, or attempting any general adjustments 
at the present time; that such action would be more likely to 
result in confusion and complaint than otherwise, but that the 
rates ought not to be unreasonable from any point of origin, and 
that the increases granted should be to some extent influenced 
by the level of rates where they are to apply, in some -few instances 
the level of rates being already such as to justify no increase 
whatsoever. 

That as regards rates on hard coal it is considered fair to measure 
any advance (in any event not exceeding 15 cents) by the appli- 
cation of Class T) rates to the nearest port, and that such applica- 
tion will prevent any unreasonable advance and give advances for 
the full 15 cents where justified; that as regards rates on soft coal 
there is no workable basis such as exists in the case of the hard 
coal, but that the distance measure used for certain advances as 
applied to actual conditions in the state will, in a large measure, 
give advances where warranted in the amounts specified. 

Order: The rates on hard coal and on coke, carloads, may be 
advanced not exceeding 15 cents per ton of 2,000 pounds, provided 
that the Class D rates are not exceeded, and the rates on soft coal, 
carloads, may be advanced a like amount where the distance ex- 
ceeds 100 miles, and not to exceed lO'cents where the distance does 



not exceed 85 miles, subject "td certain specified excepti<His. Where 
an increase of 15 cents would result in a rate exceeding $1.50 a 
net ton on soft coal, no increase shall be made, nor to certain other 
specified points, the rates to all such points being subject to further 
investigation and hearing. Soft coal rates from Green Bay on the 
C. & N. W. Ry. are not to exceed the rates specified to certain points. 
With the exception of certain situations provided for in the case of 
soft coal, the order provides that where rates now in force on either 
hard or soft coal, are alike from Milwaukee, Sheboygan and Mani> 
towoc, the advanced rates shall be alike from each of such points 
to such destination, but in the case of the hard coal must not exceed 
the Class D rate from any of such points of origin to such point of 
destination. Where there is a differential in the state between the 
rate on coke and hard coal, the' same differential may be main- 
tained, the rate on coke not to exceed the rate on hard coal, however. 
The carriers are to submit proposed soft coal rates to points not 
covered by the decision at or before the time of hearing on such 
rates, which is fixed for November 21. The rates for a shorter 
haul are not to exceed the rates for a longer haul where the shorter 
haul is wholly included within the longer haul, except in those cases 
where the contrary practice now exists, and the rates specified arc 
authorized as emergency rates for a period of one year from the 
date of the order when the authorization will expire unless in the 
meantime otherwise ordered, the Conunission retaining juiiadic- 
tion of the entire proceedings. 

In connection with the group system of rates in the state and in 
connection with the case in general the following excerpt is of in- 
terest: 

In our opinion at the present time any violent disruption of the 
group system is calculated to materially change traffic and com- 
mercial conditions. There are other serious aspects of the situation. 
Lake cargo coal is generally distributed locally through local retail 
dealers. These retail dealers have business contracts with large 
coal distributers at different ports and competitive local retsal 
coal dealers often secure their source of supply from different i>orts. 
In former years this situation sometimes led to highly competitive 
conditipns, not without some advantage to the consuming public 
Until the recent coal shortage developed, however, the connections 
of local retail dealers could be changed with some degree of ease. 
Today local dealers are practically dependent on long establi^ed 
connections. Substituted service or connections are practically 
impossible. Large manufacturing industries are the heaviest 
consumers of bituminous coal and whether obtaining their supply 
through local agents or the large dealers at the ports, other con- 
nections are not now as readilv substituted as in former years. 
A small consumer today is \itally interested in the anthracite coal 
supply as an absolute necessity. Failure of this supply may mean 
bodily suffering. Any readjustment calculated to cripple the 
dealer from whom he may receive his coal may result in practical 
disadvantage not to be offset by any theoretical benefits. Rates 
on coal must be kept within reasonable bounds, but primarily what 
the people most want and must have is coal, and the carriers will 
be expected to bend every effort to supply them. Speaking of 
the situation in Indiana, the PubUc Service Commission of that 
state said in its recent decision authorizing increased rates on coal: 

"If greater reward for like endeavor is offered on interstate 
shipments and intrastate shipments in the state of Ohio, it would 
tax the ingenuity of man to prevent the railroad operators of this 
state from giving every reasonable advantage, at least» to the 

interstate shipments of coal To refuse to grant an 

increase in intrastate rates might entail great suffering on our 
people and would invite disaster to pubUc service corporations 
and industrial enterprises." 

Note. — Discussions as to telephone rates will be indnded in 
the next issue. 
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PUBLIC POLICIES AS TO THE RAILWAYS^ 

By Edwin O. Edgerton 

Member cf the Railroad Commieeum of California 



I PROPOSE to discuss these tilings: (1) Federal 
r^ulation of railroads as compared with state 
regulation ; (2) the lack of a national railroad policy 
and the great need of one; and (S) some thoughts upon 
public ownership. 

I am for complete and immediate federal control of 
the railroads, for all of the reasons that go to make up 
r^ulation, starting with service which I think is at the 
top. I do not believe that the needs for service by a 
railroad in a state can be adequately considered except 
it be related to the needs of other states, where you are 
dealing with national railroads. As we have the situa- 
tion today, it is the unquestioned duty of state railroad 
commissions, as far as they may, to see to it that their 
state is adequately served, but obviously those com- 
missions cannot have in consideration the needs of 
other states. 

The Califomia Railroad Commission ordered the 
Santa F6 Railroad to build an extension in this state. 
That matter is now in the courts. We think our con- 
clusion is sound, both equitably and legally. The 
courts wiD speak on that. The point I want to make 
about it is this, that naturally we were considering 
California's needs. We do not know and we cannot 
know whether if the need of Califomia is served, a 
greater need in another state will fail to be served, be- 
cause Califomia has acted vigorously and has had the 
advantage of the action by the Conmiission. If more 
cars are needed in a state, obviously the state will be 
aiabitious and vigorous to get those cars. It may be 
that the cars wiD be provided at the expense of the 
needs of another state, and I am not talking on aca- 
demic questions, gentlemen, because these matters 
were pressing before we got into the war. The situa- 
tion has been accentuated since. 

RATES 

Rates, in my judgment, in a state, are intimately 
connected with interstate rates and rates in other states; 
connected not only in the matter of a like service 

^Testimony before the Newlanda Committee in San Francisco. ' 



properly being given for a like rate wherever the service 
may be rendered, but connected intimately with the 
finances of the carrier, which is giving the service, state 
and interstate. You cannot fix a rate in a state with- 
out at least in some degree affecting the ability of the 
railroads to give service at rates in other states and 
interstate. It is also true that there is no reason why a 
like service in one state should be rendered at a different 
rate in another state, each being a state service. It is 
true perhaps that discrimination does not result in the 
sense that we ordinarily use that term, because perhaps 
these shippers may not be in competition. It never- 
theless remains true that it is unjust that one should 
receive the service for less than another, a like service. 

FINANCE 

It seems to be generally agreed that the Interstate 
Commerce Commission should control the capitaliza- 
tion of railroads. I say "generally" because perhaps 
there is more agreement on that subject than perhaps 
almost any other subject in connection with railroad 
regulation. In the California Commission we have 
complete jurisdiction. We pass upon the amount of 
bonds and stocks and other evidences of indebtedness 
that the railroads may issue and the public utilities may 
issue. And I assume when national control of capitali- 
zation is spoken of, it is meant complete control of the 
capitalization, not only that the federal authorities 
shall say how much or what quantity of securities may 
be issued, but the national authorities shall have power 
to follow the proceeds to a proper end. Now it does 
seem obvious to me that the authority which has the 
responsibility and the power to determine what the 
capitalization of a railroad shall be and therefore what 
its finances shall be, should also have the power and the 
responsibility of determining what the rates should be. 
It is easily possible that a national authority may au- 
thorize an issue of capitalization by an interstate car- 
rier, upon a conclusion by that national authority as 
to what its earning power was, whether its earning 
power would support the proposed or ordered capital- 
ization and then find that the action of a state in fixing 
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rates would entirely undermine the foundation upon 
which the national authority acted and a very diflFerent 
revenue would result from that upon which the national 
authority had based a conclusion. If you answered 
to that, that after all, all rates must be reasonable and 
that the courts will insist upon it, and that a state cannot 
therefore cut down the rates below such a point as 
would safely carry reasonable capitalization, my an- 
swer is that the courts do not fix reasonable rates. 
The attitude of the courts toward rates is a considera- 
tion of confiscation, and I assert that intelligent regu- 
lation is not, and should not be, an attempt to just 
escape confiscation; in other words, to so fix rates as 
to get by the courts. In my judgment railroads cannot 
properly finance on a basis of being just above the con- 
fiscation line. It is possible that confiscation might be 
determined to be a point below the cost of money. I 
do not believe railroads can operate when they receive 
just the cost of money and no more. 

TERMINALS 

Terminals, in my judgment, must be considered 
nationally. They are something more than mere state 
matters. The California Commission to-day has before 
it in the city of Los Angeles the entire matter of railroad 
terminals. And we are proceeding, of course, as a state 
commission, and in my judgement we will proceed in- 
telligently and come to a sound result, but we are not 
proceeding nationally. It may be, and of course my 
hope is, that what we do will fit in with the national 
needs, but it does not necessarily follow. If for in- 
stance a state conmiission determines that large ter- 
minal additions and large additional facilities are neces- 
sary, they may require the expenditure of large sums of 
money by the railroad, and, as I say again, depriving 
some other state of an absolutely needed and necessary 
facility. So much for that. 

LACK OF A NATIONAL RAILROAD POLICY, 
AND THE NEEDS THEREFOR 

We never have had in the United States, and we have 
not to-day, a national railroad policy, or any railroad 
policy. We have to-day, it is true, policies by in- 
dividual railroads, based upon the views of the man- 
agements of those railroads and the promoters. We 
have had no governmental railroad policy, nor have we 
to-day. I think I can prove that conclusively in a word. 
The railroads of the United States have been laid out 
with no regard whatever to the military needs of the 
country. That there are those military needs, we feel 
to-day. This situation exists to-day; a cabinet ofl5cer 
of the federal administration — and, by the way, I 
speak in no criticism here; I merely attempt to point 



to some facts that I think should be considered — a 
cabinet oflScer to-day is pressing a suit in the federal 
courts to tear apart an important railroad system, the 
Central and the Southern Pacific, so intimately built, 
so interconnected, that their properties are mixed 
precisely as they would be had it been one railroad 
property. The fact is that for generations the Central 
and the Southern Pacific have been handled as one 
railroad property, the corporate entities of each being 
maintained for certain technical legal reasons involving 
bond issues by each. The federal government is 
pressing a suit in the federal courts to tear that system 
apart. Other cabinet oflScers are insisting upon uni- 
fication of the railroads at this very moment, insisting 
on the railroads being brought together and operated 
as a unit in order to do the job as nearly as it can be 
done. Showing the lack of a national policy, we have 
one part of the administration seeking to do a thing, 
and if it succeeds in doing that thing, the other part of 
the administration will have to attempt at once, to its 
utmost, to oflFset the eflFects of the victory. 

Do we need a railroad policy? The railroad systems 
of the country to-day have broken down in this sense, 
they are not doing the job. It is true that we have an 
extraordinary demand upon them, but that demand is 
only extraordinary in its degree. The railroad men of 
the country for years past have been calling attention 
to the fact that the needs were coming upon them. 
In other words, we have from the railroad people them- 
selves, before this crisis came, the positive statement 
that the railroads were not preparing to meet the needs 
of the country, and I think tiie country is convinced 
to-day that what they said is true. 

PUBLIC OWNERSHIP 

To me, the problem is this: There is a national job 
to be done, national in its every aspect. Railroading 
to me is national. The job is not being done. We have 
proceeded with private ownership under regulation 
(and let me say right here, that instead of the railroads 
being over-rc^ulated, the difficulty they are now in is 
caused by insufficient regulation), and the only chance, 
and in my judgment it is a slight one, for the survival 
of private ownership, is that affirmative and extreme 
regulation be promptly applied. When I say affirma- 
tive regulation, I mean that kind of regulation which 
compels development of railroads to meet the national 
needs. That cannot be a veto r^ulation; it cannot be 
a mere passing upon the matters which are presented 
by complainants or by railroads. It must be an 
affirmative conception by the government itself, first 
of the problem, next of the solution, and then an in- 
sistence upon that solution. That regulation may even 
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go the point where it would leave in private ownership 
the mere formal title to the property. When we speak 
of r^ulation, we are using a very general term. As 
I suggest) it may go so far as to leave the mere title in 
the hands of the private interests, and it might go so far 
as to make the next step, public ownership, almost a 
formality. My proposition is simply this: An enor- 
mous job to be done, not being done; private ownership 
must do it, or the next step is inevitable — ^there is no 
other way — and that is public ownership, and I think 
operation. There may be some modifications ; that is to 
say, public ownership and operation may take a certain 
form. I am not now declaring for any particular form. 
My point is simply this, either private ownership imder 
regulation must do this job or the public must do it. 

Having expressed these views in fairness I should sug- 
gest a program. It is this: 

Give over at once the discussion of the merits or 
demerits of pubUc ownership; consider and formulate 
the needs of the country; put that promptly up to the 
private owners of railroads and ask them their terms to 
do the job. If those terms are prohibitive, take the 
next necessary step and take it promptly, public owner- 
ship; I make this suggestion about promptness: If 
pubUc ownership is determined upon, it will not be an 
easy matter to work out the details, it will require time, 
if costly and perhaps fatal mistakes are not to be made. 
These problems press for solution, and I feel that what- 
ever remedy is determined upon, should be determined 
upon promptly and the working out of it commenced 
immediately. 



Commissioner Edgerton's charge that there is now a 
complete lack of a national railroad policy and that 
there is a vital need for such policy in order to win the 
war, was the cause of extended examination. Com- 
mittee Member Esch, from Wisconsin, suggested the 
need for the government to use the railroads for mili- 
tary purposes, and he asked Commissioner Edgerton's 
opinion whether or not the government could justly ask 
the railroads to make expenditures without prospective 
profits. Commissioner Edgerton answered: 

It may be that the unquestioned need of private 
capital for earnings will result inevitably in public 
ownership, for this principal reason, the whole transpor- 
tation question must be considered first from the 
standpoint of service. The service must be rendered. 
If that service cannot be rendered by private capital, 
which must have a profit, private capital must step 
aside and the public must do the job. That is all I 
can say about that. I want to say that I absolutely 
agree with the railroads in this particular; they can- 
not finance railroads except profits will accrue for 
the capital invested. It cannot be done, because we 
have no control under the present scheme of things 
whereby we can force capital into a privately owned 
enterprise. It seems to me that one of the things that 
should be put up to the railroads privately owned now, 
is this, "What are your terms to do the job, in the way of 
compensation?" It having been determined, the neces- 
sary niunber of millions or billions that must be in- 
vested, put the question squarely up to the railroads, 
"What will you have to earn?" If that price is pro- 
hibitive, then I say pubUc ownership inevitably follows, 
unless you take the position that there will be no rail- 
road service except it pays. 



STEPS LEADING TO PUBLIC OPERATIONS OF THE RAILWAYS 

By J. A. Little 

RaU Expert, Board of Railroad Communoners of North Dakota 



THE recent action of the government in taking over 
the operation of our railroads for the period of 
the war would seem to be the logical result 
of events which have taken place since the passage of 
amendments to the Act to Regulate Commerce in 1910 
which gave the Interstate Commerce Commission power 
to susi>end proposed increases in rates and determine 
their reasonableness and propriety before they became 
effective. 

At that time the carriers began their criticism of 
government regulation. 

To quote from the Western Advanced Rate Case 20 
I. C. C, p. 818 "Throughout this record it appears 
that a literary campaign has been conducted by the 
use of railroad money with the manifest purpose of 



estabUshing both at home and abroad the impression 
that the effect of railway regulation in the United 
States is injurious to the American railroad. Wide- 
spread circulation has been given to the pessimistic 
utterances of railroad financiers who sought to fix the 
idea that injustice was being done our railroads by 
restrictive and oppressive regulation." 

This campaign of criticism of railroad regulation has 
been so cleverly managed and amplified by the carriers 
that it has been finally dignified by investigation at 
the hands of the Newlands Committee the records of 
whose hearings disclose fully just what the present 
views of opponents to regulation are. 

In this advanced rate case the carriers apparently 
sought to create a pubUc opinion which would force 
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the Interstate Commerce Commission to permit the 
advances in rates and to endorse the purposes of the 
carriers in seeking that advance. 

We employ the language of Commissioner Lane as 
to what these purposes were : * * The primary impression 
of the conmiission was that these increased rates were 
impelled by the 'higher cost of living* to the railroads; 
that they were merely the outgrowth of the increased 
cost of supplies, fuel, and labor; but no sooner was the 
investigation under way than these matters were en- 
tirely subordinated. It became manifest that the 
purpose of the carriers was not so much to secure ap- 
proval of these specific rates as to discover the mind of 
the commission vnth respect to the policy which the carriers 
might in future pursue^ and if possible to secure some 
commitment on our part as to a naiion-vride policy which 
would give the carriers a loose rein. " 

The policies which the carriers sought to pursue with 
the approval of the Interstate Commerce Commission 
were 

1. The application of rates which should be not 
higher than "what the trafl5c will bear." 

2. That such, rates shall produce earnings which will 
permit the carriers to pay dividends on their stock and 
invest from surplus a sirni as great as that paid in divi- 
dends; in improvements to the carriers* property which 
may or may not be capitalized depending upon the 
policy of each carrier. 

3. In support of these propositions the Burlington 
Road contended that it had t^e "legal right" to fix 
rates which would create a "fair return" on the "pres- 
ent value" of its physical property regardless of the 
source of such value; that, to be specific, it had the 
legal right to earn a "fair return" on a total valuation 
of $528,000,000 composed of actual cash investments 
of $258,000,000 and a sum of $270,000,000 which 
represented increases in the value of land occupied by 
the railroad and investments from surplus earnings, 
over and above a satisfactory dividend to security 
holders; which had been made in equipment and other 
improvements and additions to the carriers' property; 
and it was contended that any rate, no matter what its 
effect on commerce might be, could not be unreasonable 
if it was fixed at a point just high enough to produce 
such earnings and did not create unlawful discrimina- 
tion. 

The carriers urged that if the policies or the legal 
rights of the railroads as stated above were recognized 
by the Interstate Commerce Commission they would 
be in a position to secure funds to provide for new con- 
struction and improvements necessary to keep trans- 
portation facilities adequate to the needs of commerce 
but, they prophesied, we will be unable to do these 
things if our demands be not complied with. 



In each of the succeeding advanced rate cases which 
followed the original proceedings since 1910 the carriers 
have substantially reiterated these demands. 

Instead of employing their energies in an eflFort to 
furnish a maximum of transportation facilities at a 
minimum expense to the public the best legal and execu- 
tive talent of the railroads has been devoted during the 
past seven years to proving the proposition that the 
owners of such carrier properties could not (and many 
now believe this was intended to convey the impression 
that they would not) furnish adequate transportation 
facilities imless the Interstate Commerce Commission 
would commit the government to a policy which would 
permit the capitalization of unearned increment and 
the increased value of railroad property contributed 
by overloaded operating expenses and investments 
from surplus earnings. 

These same railroad officials have appeared before 
the Newlands Committee and said: transportation 
facilities are inadequate because of an unwise system of 
regulation and the lack of vision on the part of regula- 
tory commissions but do not blame us; we warned the 
government and the pubUc and pointed out a remedy 
which would have averted the disaster; in short — we 
told you so. All of which goes to demonstrate the 
proposition that a prophet need never be discredited if 
he can shape the course of events to nearly conform to 
his predictions and can join in the historical interpreta- 
tion of the period concerning which he undertook to 
prophesy. Careful consideration of the utterances of 
railroad officers and financiers who have supported the 
proposals of the carriers forces us to the conclusion that 
the railroads now seek from Congress legislative ap- 
proval of the policies first proposed by the Santa Fe 
and Burlington railroads in the Western Advanced 
Rate Case 20 I. C. C. 307 and which were rejected by 
the Interstate Commerce Commission in that and 
following proceedings of similar nature. 

Concerning the proposed reorganization of the Inter- 
state Conmierce Commission as suggested by the car- 
riers to the Newlands Committee, a vice-president of the 
Pennsylvania said last February in a speech delivered to 
the members of a board of trade in an eastern city : 

" This body {the Interstate Commerce Commission) must 
be empowered by law to see either that the railroads have a 
free hand to make rates in accordance vnth commercial 
conditions y or, if the commission is to make the rates, that 
they are sufficient to produce an adequate return not only 
on the enormous capital already invested in the railroads 
and equipment, but to give a basis for raising new capital 
to provide adequate facilities for taking care of increa^ng 
needs.*^ This declaration coincides closely with Com- 
missioner Lane*s analysis of the real purposes of the 
carriers in the Western Advanced Case as quoted above. 
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In this connection it is illuminating to note this 
statement of the vice-president of a large New York 
trust company made in the course of an argument favor- 
ing the railroad program: "The railroads of this 
country are to-day worth much more than their cap- 
italization, and there is no water in their stock, as a 
whole. Their property accoimt exceeds their capital- 
ization by more than a billion dollars. " 

Many legal authorities contend that the compulsory 
Federal Incorporation of Railroads would require 
reissuance of the railroad securities now outstanding, 
water and all, with the stamp of federal approval, if not 
guarantee. 

Having thus established the proposition that * *there 
is no water in their stock, as a whole," and imder 
"sympathetic" regulation that adequate rates shall be 
earned to encourage the investment of new capital, 
the owners of I'ailroad securities could afford to take 
a breathing spell before insisting that the Billion dollars 
of excess value referred to above be capitalized and 
distributed. 

Careful students of valuation matters assert that 
the adoption of the railroad method of valuation which 
was propoimded in the Minnesota Rate Case and in 
every rate or valuation case since that time would 
eventually add from $8,500,000,000 to $10,710,000,000 
to the capitalization of the railroads, and place an 
added tax of over $500,000,000 a year on the commerce 
and industry of the United States, using a 6 per cent 
basis of return. 

To paraphrase the expression of Conmiissioner Lane 
in connection with the Burlington railroad's claim as to 
its legal rights 20 I. C. C. 340: If the position of the 
railroad companies is sound and is a precise expression 
of what Congress will enact into law as a result of the 
investigation of the Newlands Conmaittee, then as we 
are told there is certainly the danger that we may never 
expect railroad rates to be lower than they are at 
present. On the contrary, there is the unwelcome 
promise made in this case that they will continuously 
advance. In the face of such an economic philosophy, 
if stable and equitable rates are to be maintained, the 
suggestion has been made that it would be wise for 
the government to protect its people by taking to itself 
these properties at present value rather than await 
the day, perhaps thirty or fifty years hence, when they 
will have multiplied in value ten or twenty fold. 

Under such circumstances it seems clear that re- 
gardless of the special considerations, relating to the 
world war in which this nation is now engaged and 
toward the successful conclusion of which the efforts 
of every industry in this country must be primarily 
directed and which suggest the expediency of taking 
over the operation of the railroads by the government 



for the period of the war, it would be wise to forever 
settle the economic issues raised by the owners of our 
railroads by adopting a policy of government ownership. 

GOVERNMENT OPERATION A NECESSARY 
WAR POLICY 

The legislative proposals of the carriers not only do 
not afford any means of effectively dealing with the 
transportation problems now before us but they are 
especially objectionable at this time since the wide- 
spread litigation which would follow the enactment of 
such legislation would create discord between many 
elements of our people and would tend to raise as a 
political issue the policy of centralized bureaucratic 
control of corporations which is advocated by the car- 
riers. Strife and bitterness would tend to displace the 
present unity of thought and purpose which now sup- 
ports this government in our struggle for world democ- 
racy. 

The present needs of this country for transportation 
facilities requires the development of all possible routes 
for the movement of freight. Material, labor and 
money should be expended for the increase of such 
facilities in such a way as to secure the largest increase 
in service, in the shortest time and for the least possible 
investment of public funds. 

These conditions cannot be met by any private cor- 
poration. The solution of these problems justifies the 
intervention of the federal government. 

Our railroads own or control the facilities for trans- 
fer from rail to water carriers and own the best located 
waterfrontage at important ports, all of which are 
essential to the proper oo-ordination of transportation 
by rail and water. 

Since we have taken over the railroads we have also 
taken a long step in the direction of improving facilities 
for transportation by water. 

As a step in the solution of our transportation prob- 
lem it would seem wise for the government to analyze 
the commerce moving between various parts of this 
country and classify it as: 

1. Trafl5c which for reasons of dispatch or because 
of the location of both point of origin and destination 
must or can be best transported exclusively by railroad. 

2. TraflSc which can and should be handled exclu- 
sively by water or by rail and water. 

Then we should determine the adequacy of rail and 
water transportation facilities based on the tonnage 
which properly should be moved by one or the other 
routes and provide the greatest possible additional 
facilities to both rail and water routes with a view to 
relieving the present rail congestion at the least expendi- 
ture of our national resources. 
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In this connection I think that the policy should be 
to force the movement of freight, adapted to trans- 
portation, by water; via such routes to the limit of 
existing facilities for carriage and to divert from the 
railroads an increasing volume of additional trafl5c 
commensurate with any increase in facilities provided 
by the government. 

For example the railroads operating between Chicago 
and the Atlantic seaboard and between St. Paul and 
Minneapolis, Duluth and Superior and the Atlantic 
seaboard could be relieved of a large amount of tonnage 
and the attending congestion of traffic if the new en- 
larged Erie Canal were used. 

This canal will accommodate barges operated under 
their own power and having a maximum carrying 
capacity of 2,500 tons which is equivalent to more than 
a trainload of the class of freight which moves by water. 
The type of barge which can successfully be used on this 
canal could carry steel from Duluth and Chicago, grain 
from Superior, Milwaukee and Chicago, copper from 
Houghton and Duluth and Superior, Pacific coast lum- 
ber and canned goods, and flour from Minneapolis and 
country mills delivered by Northwestern railroads to 
the docks at Superior and Duluth; via the Great Lakes 
and the Erie Canal, direct to the great industrial 
centers located along the canal and to the Atlantic 
ports which can be reached either on the protected 
waters of Long Island Sound and through the Cape 
Cod Canal or by short coasting trips south from New 
York harbor. 

Every barge put on the canal and lake route is the 
equivalent of a complete railroad freight train moving 
on a raiload with absolute right of way from the lake 
port to the seaboard and having such perfect terminal 
facilities that freight once placed in transit cannot be 
delayed because the car must be switched or the pack- 
age transferred in transit. 

Such barges can be built and placed in service at 
much less expense than would be incurred in the 
construction of additional cars and locomotives and 
the enlargement of railroad terminals to care for a sim- 
ilar amoimt of traffic. 

As to the traffic which must move by rail it is prob- 
able that economy and greater dispatch could be 
seciu'ed under government operation by classifying 
trunk lines with reference to through freight moving 
between the principal traffic centers so that carriers 
having direct routes and proper equipment shall handle 
fast freight while those of circuitous route and easy 
gradients shall handle the low grade traffic in the largest 
possible units. Such a division of traffic could not be 
accomplished under private ownership and control. 

This scheme of operation has the same logic behind 
it as that which supports the traffic rule of city streets 



that slow-moving vehicles shall move near the curb and 
swiftly moving vehicles near the center of the road- 
way and justifies the building of four-track railroads 
on which the complete separation of freight and pas- 
senger traffic is accomplished. Some such method of 
operation is essential if the amount and kind of freight 
to be handled as fast freight is to be constantly increased 
by an operating classification which will really speed 
up the movement of freight for the government and 
war industries as well as provide for the proper trans- 
portation of perishable commodities and live stock 
which must be moved with the utmost dispatch to 
prevent waste. Any such plan could not be accom- 
plished under private ownership and operation. Fast 
freight pays high rates and heavy, cheap, slow-moving 
commodities pay low rates, therefore any scheme for 
movement of traffic over the route best adapted to 
handle it would entirely change the earnings of the 
railroad involved and might reduce a dividend paying 
line to a position where revenues barely meet expenses 
while another would earn a surplus beyond the wildest 
dreams of the most avaricious security holder. 

The intermingling of vast quantities of freight re- 
quiring prompt dispatch with similar quantities of 
slow-moving freight on each of the railroad lines be- 
tween the same termini is one of the most potent causes 
of the present freight congestion and the high cost of 
moving freight which always attends such congestion. 
The government must speedily find a remedy for such 
conditons as now exist, and I beheve that government 
ownership and operation, at least for the period of the 
war, was the only possible solution of the problem. 

While it is true that government operation of rail- 
roads was forced upon us by the inadequacy of trans- 
portation facilities under private ownership and "com- 
petitive" operation there are many other important 
considerations which suggest the same course of action. 

To illustrate: 

The western half of this state suflFered severely from 
drouth during the past season and there is a grave 
shortage of forage and feed for live stock. Livestock 
breeders investigated the feasibility of buying hay and 
coarse grain in the adjoining states of Minnesota and 
South Dakota to feed brood animals through the win- 
ter and care for the oflFspring until another crop had 
been produced but they found that existing freight rates 
were so high that stock would "eat their heads oflF" and 
a net loss would result from such a plan. 

This situation was presented for the consideration 
of carriers serving this state with a request for a re- 
duction of hay and coarse grain rates from points 
where such commodities are plentiful to points of 
shortage in this state. 

One carrier made a very satisfactory rate on hay. 
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Another carrier stated that on account of '^existing 
transportation conditions'* no reductions in rates on 
corn could be made from a few South Dakota points to 
points on its OMm line in this state. The language used 
in denying the request suggested the viewpoint that 
such a rate reduction would be inconsistent with the 
railroads' intention to seek general advances in rates. 

A request for joint rates between a carrier in South 
Dakota and a carrier in this state is now pending. 

While relief is denied or delayed livestock shippers 
have been depleting the livestock resources of this 
state and to that extent, of the nation, by shipping to 
market 100 pound hogs and other stock unfit for 
slaughter and by the sale of breeding stock, to say 
nothing of the low vitality of range stock, due to lack 
of feed; which will reap a harvest of skeletons on our 
plains next spring instead of producing more beef and 
pork to feed this nation and its allies. 

Under ordinary conditions this section of our state is 
at least self sufficient as to feed and forage for live stock 
and there would not be any substantial movement of 
hay and coarse grain from adjoining states. This to 
some extent accounts for the absence of reasonable 
rates to cover such commodities but the vital point is 
that under private operation of railroads no relief 
could be had until great damage has been done to oiu" 
livestock industry if relief were to be had at all. 

Under a system of government ownership the de- 
partment of agricultiu-e and the food administration 
could have foreseen the situation before it developed 
and provided for a future normal production of our 
share of live stock which we are led to believe is as 



important a factor in winning the war as the manu- 
facture of adequate supplies of ammunition. 

Other cases have come to our attention where the 
rate making policy of the carriers does not seem to be in 
accord with the necessities of the situation growing 
out of the war. 

The government's plan for control of railroad opera- 
tion will unquestionably improve transportation con- 
ditions. 

The degree of success attained will be measured by 
the brevity of the list of "non-essential commodities," 
transportation of which is impossible after making 
adequate provision for the requirements of the govern- 
ment directly connected with the prosecution of the 
war and for the sustenance of our population. 

Let us hope that Congress and those who may be 
charged with the administration of the new legislation 
proposed by the President will, wherever possible, 
make our temporary scheme of operation contribute 
something to the permanent organization of our trans- 
portation facilities into a harmonious, efficient, na- 
tional system. 

Any system of guaranteed earnings, rate increases 
or loans of government funds to the carriers should not 
in any way operate as a recognition of the present 
extra vagent "valuation" claims of the carriers. 

It is not clear just how far the present plan of gov- 
ernment operation will, in practice, aflFect the powers 
and duties of the state railroad commissioners, but I 
am sure that every one of our state commissions will 
co-operate in every way possible to improve transporta- 
tion facilities and win our war for democracy. 



PUBLIC OWNERSHIP OF RAILWAY RIGHTS OF WAY AND 

TERMINAL LANDS 



By H. B. Whaling 

School of Commerce, Iowa University , la. 



THE theory of fair value for piuposes of rate mak- 
ing now being developed by the Supreme Court 
in its decisions may be characterized as a com- 
parative market value theory. In applying this theory 
the Court invariably sanctions the capitalization of all 
increments in land value and allows a full return thereon. 
The uneconomy of this policy may be disclosed 
easily. The value of any particular bit of land is its 
earning power capitalized at that rate of return normally 
expected on investments of a similar degree of risk. 
The evaluation process takes into account both present 
and future earnings. In no normal case may the pur- 
chaser expect to earn more than the ordinary return 



to his investment. This return will be partly cash and 
partly appreciation. But the railways are allowed 
both the appreciation and a full normal cash retmn on 
it. In substance, this amounts to permitting the rail- 
ways to receive a double income on the money invested. 
Such a return could not be had under true competitive 
conditions. That it is possible to get it in the case 
of railways is indicative of monopoly position. The 
policy of the Court, therefore, amounts to capitalizing 
monopoly situation. This patently diverts capital 
and labor from more to less productive fields — ^it im- 
poses a tax on the whole industry of the country and 
prevents the fullest measure of economic development. 
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Not only is the policy uneconomic; it is uneconomic 
on a huge scale as the facts from two well-known cases 
will indicate. In the Western Advance Rate Case, 
Commissioner Lane estimated that $150,000,000 of a 
total of $530,000,000 present value was increase in land 
value. This is something like 26 per cent of present 
value and approximately 53 per cent of actual invest- 
ment which was estimated at $258,000,000 (20 I. C. C. 
Rep. 307, 337). In the Minnesota Rate Case, 1913, 
appreciation in land value and donated lands repre- 
sented about 45 per cent of actual investment and 39 
per cent of reproduction cost. The cases of the Bur- 
lington and the Northern Pacific are not unusual. It 
is not unlikely, therefore, that from 30 per cent to 40 
per cent of the total value of the railways of the country 
is pure and unadulterated appreciation in the value of 
land. This may exaggerate or it may not. In any 
event, there is no doubt of the fact that the increase in 
land value constitutes a good percentage of the total 
"present value" of the railways and a still larger per- 
centage of the actual investment in transportation 
properties. The aggr^ate runs well into the billions. 
At 5 per cent, this means a tax of hundreds of millions 
paid annually by general industry to the railways. 

Not only is the policy uneconomic, and not only is 
it uneconomic on a huge scale, but its future promises 
conditions still more uneconomic. There is no reason 
to believe that increments in land value will not con- 
tinue to grow with the growth of population. The 
peculiar characteristic of land supply, i. e. its fixed 
quantity, will see to that. At the rate at which land is 
now appreciating in value it cannot be long before a 
good deal more than half the total value of the railways 
will be "increment,*' and not investment. 

From this situation there are two possible exits. 
The investment theory of valuation may be applied 
and the railway lands left in private hands. Or, the 
public may take over the rights of way and terminal 
lands of the railways. One or the other of these two 
things must be done. 

The investment theory of valuation for purposes of 
rate making applies the competitive theory of prices 
and valuation to the monopolistic railway business. 
It takes cost of production as the measure of value. 
It allows the railways an ample, but not a monopolistic, 
return on the capital actually invested — but no more. 
It achieves the results, if not the fact, of competition. 
And, consequently, it means the fullest development 
of industry and commerce. 

The other way of escape is public ownership of rail- 
way rights of way and terminal lands. In favor of this 
plan are (1) the elimination of appreciation in land value 
from valuation and rates, and (2) the possibility of 
amortizing altogether land value. Against the plan. 



there may not be urged the two chief arguments in op- 
position to public ownership, namely, a deleterious 
eflFect on. private initiative, and political patronage. 
These points we now take up. 

The first point is obvious. If the government owned 
railway lands, the railways could not successfully claim 
a return thereon. The increments of the future would 
present no problems — ^they would simply be excluded 
from valuation. 

The second point presents some interesting features. 
If land value could be eliminated altogether the general 
level of rates would be lower and this would promote in- 
dustrial development — ^for it is well known that high 
transportation rates prevent commercial expansion and 
low ones promote it. And land value can be removed 
from rates without cost to society — ^by the use of 
inheritance taxes levied in addition to taxes necessary 
to run the government generally. If A dies leaving 
$100,000,000 the state may take, say, one half of the 
fortune and with it buy from B the bonds which have 
been issued in purchase of the land. Wealth has been 
transferred from A to B and the government debt can- 
celed to that extent. (By way of parenthesis — ^it is 
generally agreed that the inheritance of large fortunes is 
indefensible economically and socially.) But it may 
be argued that this amortization is tantamount to sub- 
sidizing the railway business at the expense of other 
businesses since the inheritance taxes so used, if used 
for general purposes, would make it possible to lower 
the rate of taxation on other industrial endeavors. 
To this it may be replied that all other businesses would 
benefit by the process because of the lower rail rates, and 
that in the long run what was lost in taxation would be 
recovered in lower rates of transport. It seems, there- 
fore, that the policy of amortizing land value is likely 
to work economic good. 

The third point — ^the eflFect on private initiative. It 
is not now appreciably discoverable that private ini- 
tiative is inactive in those public utility fields which 
make large use of publicly owned lands. Nevertheless, 
it will be thought by some that this would not be true 
in the case of railways. This is a matter chiefly of 
business custom. But custom is powerful and we hesi- 
tate to make changes in the face of it. It is customary 
for steam roads to own their rights of way and terminal 
lands, and we come to believe this an essential part of 
the business. It is not customary for street railways to 
own their rights of way and we come to believe this an 
exception and that private rights of way are not es- 
sential parts of such businesses. But these various 
sorts of utilities are not vitally diflFerent in the nature 
of their dependence on land. Promoters and investors 
are quite eager to secure franchises to operate over city 
streets even in face of r^ulation which promises no 
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more than a fair return on investment. We see no good 
reason why steam roads should not act under the same 
conditions. Just why a street car company is willing to 
operate in a city without owning its right of way and why 
the same company would not operate between two cities 
unless it did own its right of way is'not clear. Nor is it 
clear why steam roads, operating within and between 
cities, should perish if deprived of their rights of way. 
There may be a corporate psychology, but if so, it is likely 
that its origin and nourishment are f oimd in custom. 

There is another phase of the private initiative ques- 
tion. It must be evident that the sure result of in- 
cluding land appreciation in value is a growing agita- 
tion for complete public ownership and operation of the 
big utilities of the country. Commissioner Lane, in 
speaking to this point in the Western Advance Rate 
Case, 1911, said, "If the position of the Biu-lington is 
sound and is a precise expression of what our courts 
will hold to be the law, then there is certainly danger 
that we may never exj>ect railroad rates to be lower than 
at present. On the contrary, there is the unwelcome 
promise .... that they will continuously ad- 
vance. In the face of such an economic philosophy, if 
stable and equitable rates are to be maintained, the 
suggestion has been made that it would be wise for the 
government to protect its people by taking to itself the 
properties at present values rather than wait the day, 
perhaps SO to 50 years hence, when they will have 
multiplied in value ten or twentyfold.'* (20 I. C. C. 
Rep. 307, S37.) 

To remove land increments from rates, then, would 
be one way of prolonging the life of private initiative. 



The proposal ought therefore to appeal to those who 
believe in the superior eflScacy of this force in business. 
On the other hand, if private initiative should prove 
ineffectual in the management of the railways, and 
government ownership should become desirable and 
feasible, the public ownership of railway lands would be 
a preliminary work of large import. Paradoxical as it 
may seem, to assume public ownership of railway rights 
of way and terminal lands is a means by which complete 
ownership may be the more easily accomplished should 
it eventually prove desirable, and a means by which it 
may be avoided if private enterprise is in reality the 
more eflScient force for running public utilities. 

The other objection to pubhc ownership is political 
patronage. To own the railways may be to build up a 
political machine of vast proportions; it may result in 
the substitution of political for economic competition in 
choosing railway officials, and thus diminish efficiency. 
To own the land of railways can have no such effect, 
for it does not carry with it any appointive power. 

It will be asked : What value of the land is to be used 
if the public should buy the land of the railways? 
The answer is — ^present value. Past inequalities can 
hardly be undone without creating others equally in- 
equitable, nor would any other value be constitutional. 

As between (1) an application of the investment 
theory of valuation and (2) public ownership of railway 
rights of way and terminal lands, the advantage prob- 
ably lies with the latter, because of the ease with which 
land value as a whole could be amortized. Beyond that, 
they both accomplish exactly the same thing — ^the 
elimination of appreciation in land value from rates. 



NOTABLE PUBLIC BRIEFS BEFORE THE INTERSTATE COMMERCE 

COMMISSION IN THE MATTER OF THE VALUATION OF 

THE TEXAS MIDLAND RAILROAD 

By Clyde L. King 



THE Texas Midland Valuation case is being 
watched by all parties at interest as the 
key case in the all important railway valuation 
cases now in preparation for the Interstate Commerce 
Conmiission. These briefs therefore take on special 
importance and significance. 

I. BRIEF AND ARGUMENT IN BEHALF OF THE 

VALUATION COMMITTEE, NATIONAL ASSO- 

CIATION OF RAILWAY COMMISSIONERS 

By Clyde B. Aitchison 

Solicitor y Valuation Committee 

This Brief and Argument filed by Hon. Clyde B. 

Aitchison in behalf of the Valuation Committee of the 



National Association of Railway Commissioners in 
its two hundred and thirty pages discusses fully and 
concisely all of the main points at issue in the valuation 
of the steam railway lines of the Texas Midland Rail- 
road and hence the main points at issue in most of the 
railway valuations soon to come before the Interstate 
Commerce Commission. It is all the more valuable, 
because, since its appearance, Mr. Aitchison has been 
appointed a member of the Interstate Commerce Com- 
mission. The Brief includes specific discussion of the 
Construction of the Valuation Act, the Property to be 
Included and Excluded, the Advisability of Original 
Cost to Date with methods of securing it, a Criticism 
of the Reproduction Cost New methods as desired by 
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the carriers, a statement of What Reproduction Cost 
Less Depreciation Means, the Valuation of Land, Rights 
of Way and Terminals, and the disposition of Aids, Gifts, 
Grants and Donations and other Elements of Value. 
The more notable parts of the Brief include the discus- 
sions of the meaning of the word "value" as used in the 
valuation act, the importance and methods of ascer- 
taining original cost to date and the cost of reproduction 
new vs. the cost of reproduction in the present condition 
with special reference to such items as appreciation of 
road bed. 

Mr. Aitchison's argument as to the meaning of the 
word "value" as used in the Valuation Act is particu- 
larly cogent and well put. Before all new public service 
commissions particularly much "argument" has been 
used by corporate attorneys to show that rate base 
value is identical in meaning with exchange value or 
market value. Such arguments must necessarily be 
based on the assumption that the commissioners before 
whom the arguments are made are not aware of the 
fact that most words in the English language have dif- 
ferent meanings in diflFerent contexts. Attorneys who 
will one day learnedly argue and successfully prove 
that "may" means "shall" or that "shall" means 
"may" under diflFerent statutory contexts appear the 
next day before the public service tribunal to argue that 
"value" means exchange value and exchange value 
only no matter what its context, for to give to the 
word "value" the meaning of exchange value or market 
value only in the sense that word is used in certain 
discussions by economists is to say that the Commission 
shall have no power to fix rates as market values are 
determined by rates present and future. We all need 
to use more carefully such distinguishing phrases as 
capitalization value, rate base value, taxation value, 
piu'chase value, exchange value, etc. 

But to return to Mr. Aitchison's argument in show- 
ing that the Interstate Commerce Commission is not 
to find one single sum to represent "the value" of the 
railroads, but rather to ascertain the "values" as a 
basis for any specific purpose later to come definitely 
before the commissions — state or federal. Defining 
the word "value" in this sense Mr. Aitchison says: 

Value in exchange can not be used as a basis for making rates or 
for testing rates made by legislative authority, without begging the 
whole question, for what the property tvill earn is the unknown quan- 
tity, the disputed proposition. Value for taxation is still another 
thing, for it relates either to the ability of the subject to pay, or to 
the special benefits conferred, and value is introduced merely as a 
desirable measure or factor in the ascertainment of the amount of 
the subject's contribution, not of economic necessity or of legal 
compulsion, except as that legal compulsion is self-imposed by the 
law-making power. Value for taxation casts little light on the 
value for rate purposes, for condemnation, or for capitaUzation. 
Value for capitalization purposes may, and frequently does, repre- 
sent hopes and expectations which are greatly discounted in deter- 



mining value in exchange, and which could not be adopted as a 
standard for rate purposes, and which the utility would immediately 
protest as unfair if used as a basis for taxation. In condemnation 
proceedings many equitable considerations have no place at all 
which have been made to apply in rate cases, and on the other hand, 
elements of value such as the earning power oi the unexpired fran- 
chise, which has been granted by the public itself, must be com- 
pensated for when retaken, in distinction to the well settled rule in 
rate cases. 

Although valuation is comparatively a recent development of 
the law, even when the Valuation Act was passed, economists, law 
writers, rate-regulatory bodies, and the courts were substantially 
agreed that in determining the value of a public utility or public 
service property, regard must be had to the purpose of the inquiry, 
as the same principles and standards could not apply in common to 
all classes of cases, and even the same kinds and amounts of property 
were not to be taken in all cases. Such is the present consensus of 
opinion. 

The term Value, while used by economists as a technical term of 
their science, was long ago seized upon and made to designate other 
concepts, as between which and value in the economic sense there is 
no necessary connection. Value is a relative term and when used 
for one purpose with respect to a public utility property identifies 
a different concept than when used for another piu-pose as to the 
same utility. This was well recognized at the time Congress had 
before it the bill which became the Valuation Act. It was with 
this terminology in standard practice that the Congress omitted to 
require the ascertainment of value generally or as a single term, and 
contented itself with a requirement for the finding of the factors 
which were claimed to be significant in deducing a value for any 
particular purpose. Congress used the term "cost values" in the 
Act, and distinguished between original cost to date value, cost of 
reproduction new value, cost of reproduction less depreciation value, 
and other values and elements of value, if any, and referred to them 
as values. This use of the word "value" by the Senate Committee 
and by various senators as applicable to each of the "three costs*' 
is abundantly supported as sound terminology, by precedents de- 
rived from the best economists. 

After citing the judicial and administrative authori- 
ties that have distinguished between values for diflFerent 
purposes Mr. Aitchison continues: 

There is not space for a present discussion of the senses in which 
the term "value" is used by the economists as a technical term in 
their science. Since the days of Aristotle it has been recognized 
that it has been used in the world of industry in widely different 
meanings. There have been many different schools of economists, 
and they have differed sharply as to what value is. They have 
found the source of value in (1) the community's want for the com- 
modity, the objective manifestation of which is the ratio at which 
it exchanges freely for other commodities; (2) the labor embodied 
in it; (8) the margin of utility or limit below or beyond which it 
would cease to be desirable or possible to possess the article; and (4) 
the cost of production of the property in question, although this 
latter may be merely a limitation upon value. 

These concepts are divergent, and should they coincide it is a 
coincidence, and not of rule. 

The economists, therefore, have at all times heen extremely care- 
ful to limit and qualify the use they make of the term value; and the 
confusion which they confess, despite their earnest endeavors to 
avoid using the term in many senses, is in marked contrast with the 
off-hand way in which the carrier wipes away all uncertainty. In 
inquiring into the laws of value and price, John Stuart Mill says he 
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*'must give warning once for all that the cases I contemplate are 
those in which values and prices are determined by competition 
akme "and adds that ''In so far only as they are thus determined, 
can they be reduced to any assignable law."^ 

Hadley says *'the word value is used in a number of wholly dif- 
ferait meanings" (Economics, p. 91). 

Jevon says: 

'*I must, in the first place, point out the thoroughly ambigu- 
ous and unscientific character of the term value. Adam Smith 
noticed the extreme difference of meaning between value in use 
and value in exchange; and it is usual for writers on economics 
to caution their readers against the confusion of thought to 
which they are liable. But I do not believe that either writers 
or readers can avoid confusion so long as they use the word. 
In spite of the utmost feeling of danger, I often detect mysdf 
using the word improperly, nor do I think that the best authors 
e8ci^>e the danger."* 

The carrier might be congratulated upon arriving at a degree of 
certitude which had been denied these eminent lights in the world 
of eooncunics, did we not find that in its argument it has used the 
term value in each, of the four divergent senses above mentioned, 
seemingly without noticing its own confusion of ideas. 

The economists would unanimously deny that *' Value is power in 
exdiange," as applied to properties such as a railroad. Exchange 
(or maiket) value as economists use the words can not accurately 
be assigned to properties such as railroads, which have been devoted 
to public uses and can not be withdrawn therefrom and turned to 
other uses or sold piecemeal at the free will of the owner; which are 
not bought and sold in the open market as a whole; and as to which 
the buyer and seller are not and could not be upon the same footing 
as the vendor and vendee of property not so fettered. 

The law of price under perfect competition presupposes open and 
organic ma^ets; buyers and sellers ordinarily conversant with the 
omditions of supply and competition; and that each party will make 
an exchange whenever he sees a gain in it and will prefer a greater 
gain to a less.* 

None of these canons are applicable to a property like a railroad, 
and the economist's use of the term exchange value, or value in 
exchange, can not properly be nuuie to cover such plants. As is 
otherwise pointed out in this discussion, the term value has been 
q)plied to these kinds of property in many senses, none of which 
fall within the economist's (and carrier's) definition of value in 
exchange. It is in such different senses that Congress used the 
term in the Valuation Act. 

As to the carrier's claims and their results on rates, 
Mr. Aitchison says: 

The carrier claims that in any case rq[>roduction cost less depre* 
ciation furnishes the minimum standard of value for all purposes, 
including rate fixing, and that here rq[>roduction cost new is the 
minimum. (Carrier's brief, p. 690.) It also claims that pavement 
over mains is a proper charge in a rq)roduction statement, when 
laid after the mains were put below the surface of the street. Such 
pavement would, under the carrier's theory, constitute a part 
of the standard of minimum assignable value, in any case. 

But the Supreme Court has held unequivocally to the contrary. 

To yield 6 per cent claimed as a reasonable return, on any value 
^[yproaching the minimum of the carrier's demand, would require 
an unthinkable and impossible increase in the revenues from rail 

1 Tdlitical Economy," John^Stuart Mil, Book S, sec 5. 

> "Hieoiy ai Political Economy," Jevons, 8d Ed^ 76. See also Taussig, 
"Principles of Political Edmomy," p. 119. 

> "TlvBoiy of Vahie," William Smart, p. 56. 



operations — at least 60 per cent increase in the total, with no cor- 
responding increase in expenses, taxes, or deductions. The railway 
operating income would have to be increased at least 400 per cent. 
There is no suggestion that the existing rates of the carrier are too 
low, or that they can be increased. Manifestly they are reasonable, 
and can not be increased to the extent of even paying interest on 
actual cost, for practical and obvious reasons. 

The first "value" mentioned in the Valuation Act is 
Original Cost to Date. In the enumeration of elements 
in Smyth v. Ames and the cases which follow it, and in 
the general course of valuation practice as evidenced by 
the reports of commissions and experts, and in the 
report of the Senate Committee upon the Valuation 
Bill, this cost value is always the first to be considered. 
It is the natural first inquiry, both for the ordinary 
layman and the expert trained in valuation technic. 

"Yet the subject," says Mr. Aitchison "is scarcely 
mentioned in the carrier's brief and in past discussions 
before the Commission has been dismissed by represent- 
atives of the railroads with a statement to the effect 
that "of course, if the Commission can find it, the fact 
shoidd be shown, biU — r^ 

Argues Mr. Aitchison: 

The carrier protests that the tentative valuation 

*', . . . does not disclose, nor can th^re be determined there- 
from, the true original cost to date of all the property owned or 
used by the carrier for its purposes as a common carrier." 

Protest, Texas Midland, par. 28, p. 42. 

"No testimony was presented by it upon thb point (Record, p. 
8791) and no argument or comment is made from which we can 
gather what the carrier believes should be found as the original cost 
to date of the property to be valued herein." .... 

"In view of the rate-making jurisdiction of the Conmiission, and 
the weight to be given the findings under the Valuation Act in rate 
cases before Courts and the Conmussion, no argument is needed to 
show that with the findings as to Original Cost to Date made incom- 
pletely, perfunctorily, or not at all, the principal inducement for the 
whole appraisal is gone. The responsibility of the Commission for 
the discharge ci the duties imposed upon it by this Act can not be 
met short of the exercise of every effort to ascertain and state this 
cost value, in every case. To the extent that the item is not 
reported, public confidence in the results reached will be (and ought 
to be) withheld. Nor should the object sought be defeated by an 
undue desire of unobtainable precision, or because of the lack of ideal 
accounting records. Precision is always desired and is important, 
but it is a relative term. To refuse to make any findings on original 
cost to date because the highest degree of precision can not be ob« 
tained is to disregard the spirit and letter of the Act, and to with- 
hold from the people the information they are entitled to have, and 
which, from the nature of things, they can not obtain for themselves, 
or in any other way than through this Conunission, under this 
Act 

"The House Bill made the finding of this cost obligatory. The 
carriers made a strong effort before the Senate Conmiittee to procure 
an amendment which would leave it optional with the Conunission 
to ascertain and report thb fact Vhen deemed pertinent.' Con- 
gress did not adopt this recommendation of the carriers, and the 
requirement stands in the Act, as it did in the Bill, mandatory." 

Mr. Aitchison's analysis of the carrier's claim for 
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appreciation in roadbed is remarkably able, coupled as 
it is with the distinction between reproduction cost 
new and reproduction in present condition. The appre- 
ciation of roadbed has aheady been cared for in operat- 
ing expenses runs Mr. Aitchison's argument and out- 
side of these expenses the law of gravity shoidd not be 
capitalized. His argument in fuU is: 

The 2OIJ1 specification in the protest of the carrier is that the ten- 
tative valuation faib to ascertain and report any appreciation in 
value by reason of change in condition of any items of physical 
property* and omits to take account of appreciation in value in the 
cost of reproduction new or the cost of reproduction less depreda- 
tion, or of the property as a whole. 

Embankments, cuts, fills, etc., are claimed to have appreciated in 
value "by reason of age, and use alone, as well as by reason of ex- 
penditures made''; and other items beside roadbed are said to have 
an appreciated and greater value than the cost of reproduction. 
It is said that certain excess maintenance would be required, in 
case of reproduction or reconstruction, between the time of original 
completion of the roadbed and track in a new condition and the time 
when the same reaches the safe and settled condition which actually 
existed on the valuation date. 

Reduced to the ultimate, the claim is the familiar one that an 
old and settled railroad embankment is superior to a newly-con- 
structed one, and has a greater value. 

The immediate questions, however, are: first, whether such item 
is to be taken into account as property, concerning which the three 
cost values should be found; second, if not embraced within such 
class of property, whether appreciation and solidification of road- 
bed constitute *' other values and elements of value" to be found and 
reported. 

But first, this appreciation in question is obviously due to: (1) 
the combined efforts of time and the elements; (2) the passage of 
traffic; or (8) the expenditure of money for the purpose of overcom- 
ing processes tending to destroy the roadbed. 

Cost qf Reproduction New 

The requirement to ascertain the cost of reproduction new seems 
to answer the suggestion that cost of reproduction should be ascer- 
tained in the present condition. There is an obvious distinction 
between a railroad new and a railroad in its present condition after 
many years of operation. The idea in the word *' reproduce" nega- 
tives the thought that anything should be included in a rq)roduc- 
ti<m cost estimate which man can not produce. 

Cost qf Reprodtiction Less Depreciation 

Congress directed the Commission to ascertain the cost of repro- 
duction less depreciation, not the cost of rq[>roducti<m in present 
condition, or less depreciation plus i^preciation. 

As will hereafter be seen, the Division ci Valuation in assigning a 
condition of 100 per cent to properties which the carrier claims to 
be subject to appreciation, gives all the weight which is required to 
the time and money expended in overcoming depreciation in road- 
bed. Otherwise a lesser condition per cent would be assigned such 
properties. 

Original Cost to Date 

The i^preciation which results from time and weather conditions 
alone, or from the passage of traffic, represents no cost to the com- 
pany, unless it can be claimed that transportation costs have been 
higher during the period of seasoning that such costs would have 
been upon a seasoned roadbed. There are certain expenditures 
which are conunonly made upon new roadbeds for maintenance of 



track which are claimed to be in the nature of direct outlays for 
deferred construction. 

The charges mentioned are, in the accounting rules of the Com- 
mission, properly made to operating expenses and not to capital 
accounts. (Testimony of £. Holbrook, Printed Record, p. 77.) 

Appreciation, if the same can be said to exist, is an intangible 
item, and the burden of proof of its existence and of the amount 
which should be found rests upon the carrier. The only testimony 
produced which particularly relates to the pK^>erty of the Texas 
Midland is that of Mr. Holbrook (Printed Record, pp. 65 to 88), 
who estimated that the cost to the Texas Midland would be $1,500 
a mile in excess maintenance for the first five years. (Printed 
Record, p. 81.) The extra transportation costs were placed by the 
witness at $500 a mile, which he spread over five years. But it 
appears from the record that in the five-year period in which the 
seasoning process was claimed by Mr. Holbrook to be gcnng on at 
the expense of higher transportation and maintenance costs the 
Texas Midland more than paid its operating expenses. (Table B, 
Financial Report, Exhibit A, attached to the tentative rq>ort.) 
The case is therefore squarely within the rule in the Des Moines 
Gas Case, in which the Supreme Court said: , 

**For aught that appears in this record, these expenses may 
have been already compensated in rates charged and cc^ected 
under former ordinances. As we have said, every presumption 
is in favor of the legitimate exercise of the rate-making power, 
and it is not to be presumed, without proof, that a company is 
under the necessity of making up losses and expenditures inci- 
dental to the eiperimental stage of its business."^ 

Revolutionary Changes in Accounting Principles if Carrier's Theory 
Adopted 

It is now proposed to make a change in the fundamental princi- 
ples which have always governed the accounting for investment in 
public service properties of every kind, and to capitalise the results 
of the passage of time and processes of nature which invcdved no 
expenditures, and also items which have always been considered a 
mere operating charge. If the Texas Midland is pennitted to in- 
clude as property charges made twenty years ago as against main- 
tenance or conducting transportation, the rule will i^ply to all 
railroads. In practical effect, all operating expense accounts in 
past years must be rewritten. A deduction must be made from past 
maintenance of way and structures and transportati<m expenses, and 
the net revenue from railway operations, operating income, gross 
income, and net income, will all be increased; expenditures tot road 
will be increased, and a corresponding adjustment must be made in 
the corporate surplus account. Radical as these changes are, they 
are necessary and logically follow the transmutation of past q[>erat- 
ing expenses into pnq>erty. Such portion of the i^preciation as 
results solely from lapse of time and from operation of the elements 
could get into the prop^ty account only by a direct credit to surplus 
which would not rq[>resent any expenditure, and a charge as against 
investment in road and equipment which would not represent invests 
ment or expenditure of money at alL 

That these necessary results would be contrary to accepted account- 
ing principles is clear. It is significant that the classification of 
accounts prescribed by the Commission, based upon the accq>ted 
practice ol the highest authorities made after the fullest investiga- 
tion, carefully differentiates between the operating expenses and capi- 
tal charges. This is true of the public utility classifications generally* 
prescribed under authority of law by state commissions. The best 
practice of the railroad accountants antecedent to the frnmulation 
by the Commission of the Uniform Classification of Accounts dif- 
ferentiated between expenditures for capital and opiating expenses, 

^ Dei Moines Oas Company v. City qf Dee Moinee, 2S8 U. S. 15S, 59 L. ed. 
1244, 85 Sup. Ct Rep. 811, P. U. R. 1915 D. 577. 
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and recognised as indefqiaiMe the practice of charging as against 
investment any p<Nrtion of that which was borne by the expenses of 
operation. So revdutionary a step in the practice of accountancy 
should not be taken by the Commission upcm the sole authority of 
UaokH testimony of engineering experts, unsuppwted by practical 
demonstiatiim or data taken from accurate rec^ds. 

The daasification of accounts was adopted by the Commission 
only after exhaustive deliberations, extending over a period of nearly 
ten months, by the forces of the Conunission and a special committee 
of twenty-five leading railroad accountants, appointed by the Asso- 
ciation of American Bailway Accounting Officers. **It may be 
fairiy said that, with a few exceptions, the results arrived at were in 
harmony with a consensus of opinion of a majority of members of 
that association." (Annual Report, Interstate Commerce Commis- 
sion, 1907, p. 140.) Tlie carriers should be estopped from question- 
ing the fundamental soundness of the principles of the classification 
of investment accounts. 

Afpredation in Roadbed Merely the Overcoming of Current Mainte- 



What is termed appreciation in roadbed is really but the over- 
coming of current depreciation. The tentative rq>ort does not 
depredate roadbed. It is shown by the record that but for the 
expenditure of money in maintenance, the action of the elements 
and the operation of trains would rapidly bring about a depreciated 
ccmdition of the roadbed, including embankment, cuts, ditches, etc 
Maintenance charges have the effect of overcoming this depreciation. 

The settlement of a roadbed takes place with considerable uni- 
formity, and the effect upon the track is commonly not nearly so 
serious as is the formation of pockets in which water collects and 
causes soft i^ts. This condition can not be prevented by solidi- 
fication, and is remedied only by the proper addition of ballast. 
In other wcvds, the condition of a roadbed is primarily a matter of 
maintenance and not at all a question of solidificaticm. Numerous 
roadbeds have attained a ripe age of seasoning, yet a trip over 
them on a train affwds ccmcluaive evidence that they are far short 
of being in desirable condition, lliere are railroads in certain sec- 
tions which require the constant addition of ballast in order to 
preserve their serviceability, although the roadbeds have been in 
eiistence for more than half a century and have certainly long since 
reached their maximum solidification. The fact of age alone will 
never reduce the present annual operating expenses a cent. 

It is contended that the bad effect of poor roadbed upon equip- 
ment is marked. But there are old roadbeds which are as severe 
in their effect upon equipment as are more recently constructed 
roads. An inspection of the expenditures for maintenance of equq>« 
ment by the Afissouri Pacific and by the Santa Fe during the past 
few years will disclose a much higher rate with the former than with 
the latter. Yet the two roads have been in existence for nearly two 
generati<ms, traverse territory with the same general characteristics 
and are very comparable with the excepticm of track maintenance, 
which, in former years, was usually much better with the Santa Fe 
with a omsequent marked decrease in cost of nrninf^^ining equipment. 

n. BRIEF FILED ON BEHALF OF THE BROTH- 
ERHOOD OF LOCOMOTIVE ENGINEERS, 
BROTHERHOOD OF LOCOMOTIVE FIRE- 
MEN AND ENGINEMEN, ORDER OF RAIL- 
WAY CONDUCTORS, AND THE BROTHER- 
HOOD OF RAILROAD TRAINMEN 
By Glenn E. Plumb 
In the May 1917 issue of The Utilities Magazine 



is a summary of a Brief filed by Mr. Plumb in behalf 
of the employees of the railroads dealing with "The 
L^al Basis for the Valuation of Railroad Properties 
Advanced by the Organized Employees of Steam Rail- 
roads." This new brief follows up completely a num- 
ber of suggestions made at that time. The more notable 
parts of Mr. Plumb's brief are those in which he attacks 
the claim of the carriers that their value must be the 
same value as could be used in condemnation cases. 
He urges the necessity of placing the valuation upon 
the investment honestly and prudently made as the 
main test. 

Counsel for the carrier asserts on page 19 of his Brief, 
that: 

** Value is power in ezchange. In relation to money it is the 
amount in dollars which a purchaser, not under compulsion to buy» 
will part with to obtain the item of property and which the seller, 
not under compulsion to seU, will accept for it. It is the just com- 
pensation which, under the constitution, must be paid upon the 
taking of private property for public use." .... 

''The value required to be ascertained and reported under the 
Valuation Act, must be determined upon the same general prin- 
ciples which govern in the condemnation of private property for 
puUic use." .... 

In answering these contentions Mr. Plumb says: 

"The cases cited by the counsel for the carrier in support of the 
principle which he announces, are all cases which have application 
to the initial condemnation of private property when the same is 
first subjected to a public use and are not applicable to a case 
where private property is already subjected to a public use by a 
prior condemnation or dedication. 

"If the property being valued is already subjected to a public use 
but there remains in the property a private interest to be acquired 
or to be valued, the question to be determined is not what is the 
nuirket value of the property freed from the use to which it is sub- 
jected but, what is the value of the private interest retained in the 
property by the title owner subject to the public use to which it has 
been dedicated. There are but few cases where such a situation 
has been presented. These cases squarely hold that it is the value 
of the property 'as it stood at the time' that is to be paid the owner 
of the title. The Constitution does not require a disregard of the 
mode of ownership — of the state of the title. It does not require a 
parcel of land to be valued as an imencumbered whole when it is 
not held as an unencumbered whole. It merely requires that an 
owner of property taken, should be paid for what is taken from him. 
. . . . The question is 'what has the owner lost, not what has 
the taker gained.' This principle is announced in the case of 
Boston Chamher of Commerce v. City of Boston, 195 Mass. 888, at 
page 848 et seq." 

Mr. Plumb then reviews this case, the case of C. B. & 
Q. Railroad Co. v. CUy of Chicago, 166 U. S. 226 and the 
case of United States v. The Chandler Dunbar Water 
Power Co., 229 U. S. 53 and concludes: 

These three decisions of the Supreme Court clearly distinguish 
between the two classes of property in condemnation cases, — (a) 
property held in private ownership without any limitations or re- 
strictions on the power of disposal which the title holder may pos* 
sess, and (b) property which is held subject to an easement mating 
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either in the public or in a private person, not inconsistent with the 
public use, which easement limits the title owner's right of disposal 
and his power to use the property. In the case of private property 
held under an unrestricted ownership, the owner must be paid the 
full market or exchange value of the property before he can be de- 
prived of its use. In the case of property held subject to a public 
use or subject to an easement not incompatible with the public use, 
the title holder is not entitled to receive as compensation in a con- 
demnation case, the market or exchange value of the property freed 
from the servitude under which it b held but only the value of the 
property subject to the servitude. This value is not the market or 
exchange value of a fee simple in the property and this value must 
be determined upon some basis other than that which determines 
market value. 

The Brief then pointedly moves to a consideration 
of the property rights that are guaranteed to the corpo- 
ration by the Constitution of Texas under the assump- 
tion well known in the law that corporations get all 
their rights and powers solely from the states creating 
them. He concludes that, under the provisions of the 
Texas Constitution, as interpreted by the Coiuia of 
Illinois and Pennsylvania where similar provisions 
have been adopted, property rights of the carrier are 
not invaded unless the corporation is deprived of its 
investment and a fair return upon its investment. He 
therefore turns to a consideration of what is meant by 
an "investment." 

What shall constitute the amount which we term ''investment?" 
The actual amount invested or "original cost to date" does not 
bind the public because it may have been made imprudently or ex- 
penditures may have been dishonestly incurred. These losses the 
public does not imderwrite (MinneapoUs rate cases) and {Smyth v. 
Ames). The corporation guarantees the honesty of its expenditures 
and underwrites the prudence of its policies so that before ''cost to 
date" can be accepted as representing "investment," it must appear 
that there has been no dishonesty or extravagance and that the 
policies of the company have been prudently administered. 

The State or the public have not required the owners of the rail- 
ways to make any investment whatsoever at the inception of the 
enterprise. The public can have no voice in determining the policies 
controlling this investment, nor as counsel for the carrier insists "in 
'no sense' is the public a General Manager" of these properties. 
(Brief, p. 89, /. C. C. v. Chicago Great Western Ry. Co., 209 U. S. 
108). The State merely extends to the promoters of the enterprise, 
the privilege of permitting them to make the investment upon the 
condition that it shall be honestly made and upon the further con- 
dition that the investors underwrite the prudence of their own poli- 
cies. If in the exercise of that judgment for which they alone are 
responsible, they have made mistakes which ultimately result in a 
loss or in that which is equivalent to a loss, — a failure to earn reason- 
able returns under reasonable rates, — then the loss must be borne 
by the investors. The public in no wise being "the managers" of 
the enterprise can not be held responsible in any way whatsoever for 
the incurring of the loss nor can the public be called upon to share 
any part thereof or assume any responsibility therefor. 

When it has been determined how much of the amoimt repre- 
sented by "cost to date" has been honestly and prudently expended, 
then sudi amount does not represent "investment" imless the "de- 
predation" in the property has been overcome by maintenance and 
renewals. 



As said in (Knoxville Water case, 212 U. S. 1, at page 12: 

" Tlie company is not bound to see its property gradually waste 
without making provision of earnings for its replacement. It 
is entitled to see that from earnings, the value of the property 
invested, is kept imimpaired so that at the end of any term of 
years the original investment remains as it was ai the beginning. 
It is not only the right of the company to make such a provision 
but in the case of a public service corporation at least, its plain 
duty. If a different course were pursued, the only method of 
providing for replacement of property wldch has ceased to be 
useful, would be the investment of new capital and the issue 
of new stocks and bonds. This would lead to constancy increas- 
ing variance between present value and bond and stock valuation, a 
tendency which would inevitably lead to disaster either to the stock- 
holders or the public, or both.** 

And in Kansas City So. Ry. Co. v. United States, 281 U. S. 447, at 
448, the Court said: 

"The contention of the appellant that property originally 
acquired because necessary in the construction of the road and 
afterwards abandoned only because rendered unnecessary by 
the improvement and development of the property, should 
remain in the property account as a part of the stockholders* 
investment, will be found, upon analysis, to rest upon the unwar- 
rantable assumption that all capital expenditures result in 
permanent accretions to the property of the comiMmy. This in 
effect ignores depreciation — an inevitable fact which no system 
of accounts can properly ignore. A more complete depreda- 
tion than that which is represented by a part of the original 
plant that through destruction or obsolescence has actually per- 
ished as useful property, it would be difficult to imagine. The 
fact that the original investment was necessary in order that 
the second investment might be made is not a condusive test." 

The Texas Midland Railway Company has this duty of main- 
taining its property imposed upon it by its charter. Its diarter 
authorized it to acquire, construct, operate and maintain its rail- 
road. The authority to operate implies the corresponding obliga- 
tion to operate and for failure to operate, all of its rights and privi- 
leges would become forfeit. The duty to "maintain" is imposed by 
the same language that requires it to operate and if it fails in that 
duty, the performance thereof can be required by the public in the 
same manner and to the same extent that the operation of the prop- 
erty can be required. The expense of a failure to maintain must be 
borne by the stockholders who are responsible for the failure and 
can not be imposed upon the public. The stockholders can not bene- 
fit by the wrongs which they have permitted the corporaticm to 
commit. If they have failed to maintain the property in that con- 
dition where "the original investment remains as it was at the be- 
ginning," the amount of money represented by their failure to per- 
form this duty must be deducted from the amount of money 
which rq>resents the expenditures actually and prudently made in 
order to determine the "fair value" of the present investment. 

As to the daims of the carriers as to land values Mr. 
Plimib says: 

The Division of Valuation did ascertain with substantial accuracy, 
the original cost of all lands piut:hased by the Texas Midland Rail- 
way Company. The amount of money so expended is shown to be 
$71,917.91. 

The Texas Midland Railway Company began operations in 1898 
and did not complete acquisition of its properties imtil 1896. The 
valuation is made as of June 80, 1914, covering an average period 
of a little less than twenty years. The carrier now claims that its 
lands should be valued at $840,848.80, an increase in twenty years 
of more than 1000 per cent. The carrier claims the right not only 
to earn a fair return lipon its investment but is also made to i^pear 
by counsel as insisting that it shall be entitled to a yearly increment 
of over 50 pei cent on the amounts which it has so expended. 
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Capital can only increase by accretions in the way of profits. 
Fifty per cent per annum added to the value of the original invest- 
ment, as a profit from accretions without any additional sacrifice 
being made by the investor, certainly should be considered in deter- 
mining whether or not a ** fair profit" had been allowed to the owners, 
upon their investment. Such increments in value, if allowed to the 
carrier, would be just as much a profit on the investment as would 
be surplus earnings 

Fiity per cent profit per annum added to the value of the invest- 
ment, without any additional sacrifice being made by the investor, 
in addition to any reasonable return that the investor may have 
received on the original investment, exceeds all reasonable limits 
oi what is just and fair between the corporation and the public. 
To permit such an accretion in value to be included in the rate base 
would mean that the rates now charged, calculated on such an in- 
creased rate base, would have to show a net earning ten times as 
great as were required to pay the same reasonable return upon the 
original investment made less than twenty years ago. 

Mr. Plumb's conclusion is as follows: 

The tentative valuation does not purport to show the *' original 
cost to date*' of the properties of the Texas Midland Railway Com- 
pany, l^thout a report showing the *' original cost to date," it is 
impossible to measure the exorbitant extent of the carriers' demands. 
"Without such a report no basis for determining value for any pur- 
pose whatsoever is furnished. Without such a report, all the labors 
of the Commission will have been in vain and the great expense of 
the undertaking will have been idly wasted. Public confidence in 
the result of the investigation will be destroyed. 

The tentative valuation should be referred back to the Valuation 
Division with instructions to ascertain and report the ''original cost 
to date," using record data where obtainable and, where record data 
are missing, using the best evidence obtainable, including estimated 
information where actual information is lacking. 

m. BRIEF IN SUPPORT OF THE TENTATIVE 
VALUATION OF THE TEXAS MIDLAND 
RAILROAD 

By P. J. Farrell 

Solicitor far the Interstate Commerce Commiitum 

Mr. Farrell's Brief discusses Ultimate Value (showing 
that it is impossible to fix ultimate value except for 
particular purposes and therefore all that the interstate 
Commerce Commission can do now is to prepare the 
items of value described by the Valuation Act) ; Orig- 
inal Cost; Cost of Reproduction; Cost of Reproduction 
Less Depreciation; Property Used but not Owned; 
Industrial Tracks; Property Jointly Constructed and 
Used; Analyses of Methods Used and Reasons for 
Diflferences between Costs and Values Reported; As- 
sessments for Public Improvements; Materials and 
Supplies and Other Working Capital; Depreciation; 
Appreciation; Development Costs; Contingencies; 
Sea>nd-hand Materials; Land (including present value, 
present cost of condemnation and damages or of pur- 
chase, and street and highways), and Accounting Report. 

As to the different meanings that can be given to the 
word "Value** Mr. Farrell reviews particularly the 
cases of Omaha v. Omaha Water Company^ 218 U. S. 



180, the Cedar Rapids Gas Light Company v. City of 
Cedar Rapidsy 223 U. S. 655, Des Moines Ga3 Company 
V. City of Des Moines^ 238 U. S. 153 and concludes: 

We think a comparison of the decision of the Supreme Court in 
the Omaha purchase case, supra, with the decisions of that court in 
the Cedar Rapids and I>e5 Moines rate^making cases, supra, e£Fectu- 
ally disposes of the contentions that *' there is only one value" and 
that ''value is value, regardless of the purpose for which the value 
is to be used." In each of these cases the cost-of-reproduction 
method was used in determining the value of the property involved, 
but, although in the Omaha purchase case the court approved an 
allowance for going value of nearly 9 per cent of the total value and 
added the amoimt of the allowance to the full physical value in de- 
termining the sum of money to be paid by the city of Omaha for 
the property of the Omaha Water Company, in the Cedar Bapids 
and Des Moines rate-making cases it refused to allow anything 
whatever to be added to the physical values for the purpose of deter- 
mining the sums of money upon which the interested gas companies 
were entitled to exact fair returns from the public. 

The court asserted in emphatic language that the element of going 
value must be considered, not only in a purchase case, but also in a 
rate-making case. It pointed out, however, the difference which 
eadsts between a purchase case and a rate-making case in the matter 
of determining going value. It said the value to be determined in a 
purchase case is ''the commercial value of the business as a going 
concern," while in determining the amoimt of money upon which a 
public service corporation has a right to exact a fair return from the 
public, where the cost-of-reproduction method of valuation is used, 
and the physical value of the property found includes the overhead 
charges which are properly a part thereof, nothing is to be allowed 
for going value in addition to the going value thus included in the 
physical value, in the absence of proof that the corporation is "under 
the necessity of making up losses and expenditures incidental to the 
experimental state of its business." 

It wiD be observed that while the Supreme Court agreed with the 
conclusion of the matter in the Des Moines case it showed that his 
definition of going value was not sufficiently comprehensive. It 
pointed out that where the physical value foimd exceeds the salvage 
value of the property the element of going value is necessarily in- 
cluded to some extent, while the master confined the term "going 
value" to the value found by him in excess of the full physical value. 
In explaining what he excluded and included in determining going 
value the master, as above shown, said: 

". . . . No interest during its construction is allowed, 
nor anything that is included in the 'overhead charges,' which 
are part of tiie physic^ value. But simply the fact that it has 
a developed business that will make money for its owner, with 
reasonable rates allowed for the product which it manufactures 
and seDs." 

The carriers made a claim that Development Costs 
should include a *' value" represented by the develop- 
ment of the business of the carrier as well as those 
involved in the development of the physical property 
used by the carrier. Mr. Farrell pointedly answers this 
question as follows: 

Cost of development are divided into two classes; first, those 
involved in the development of the physical property used by the 
carrier for common-carrier purposes, and second, those incurred in 
developing the common-carrier business of the carrier. The former 
would be properly considered in fixing an ultimate value for rate 
purposes, but the latter, according to our views, would not. The 
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carrier uses the physical property in serving the general public, but 
it uses the business developed only for itself, and so long as that 
business is left with and may be used by the carrier for its own bene- 
fit there is no occasion for placing a value upon it. If the carrier 
were going to be deprived, not only of its railroad property, but also 
of the business pertaining thereto, as would be the case if the United 
States government were to acquire the property and operate it, it is 
probable that an allowance for such business would have to be made 
in the pimshase price, but the character and the value of the business 
might be quite difiPerent at the date of such a purchase from what 
they are at the present time or were on the date of valuation oi the 
property of the Texas Midland. 

For these reasons, we submit that development costs, except to the 
extent that they have been covered by the Commission, as above 
stated, should not be included in either the tentative or final valua- 
tion made by the Commission imder the Valuation Act 

IV. MEMORANDUM BY THE DIRECTOR OF 
VALUATION, 

Hon. Charles A. Prouty, Director of Valuation, sub- 
mits a detailed brief, not of law, but as to the methods 
and procedure followed by the Valuation Division. 
Mr. Prouty does, however, record his dissent from 
Mr. Butler's conclusion as to value. On this point, 
Mr. Prouty says: 

He (Mir. Butler) contends that value is a thing immutable, which, 
when once discovered by some occult process which he himself can 
not clearly define, applies at all times and for all purposes. He 
apparently adopts as his definition of value the exchange value of 
the economist, but clearly the selling value is not the value of rate- 



making purposes. The courts have dedaied that it is <»ie dement 
to be considered, but in fact it has in the adjudicated cases received 
but scant notice in determining the rate-making value. 

This kind of value was never before John Stuart Mill or Stanley 
Jevons. Theideahadneveroccurrred to John Ruskin when he under- 
took to draw a sharp distinction between exchange value, which is 
what a thing will sell for, and inherent value, which is what that 
thing is worth, looking to its possible uses. It is a thing which has 
come into existence in connection with the regulation of public 
utilities. It has never been defined by any economist or dictiotiaiy 
maker. It has been dem^ribed by the courts and is that sum upon 
which under afl the eireumslaneea and upon a fair consideraUon of aU 
the facte and elemente to he taken into account a fair return should he 
permitted. I doubt if any definition can ever add to this description 
of the thing itself. 

The Brief contains facts as to the method and pro- 
cedure followed as to clearing and grubbing, industry 
tracks, assessments for public improvements, property 
used jointly with owner, appreciation, depreciation, 
overhead charges, contingencies, engineering, general 
expenditiures, cost of obtaining money, construction 
period, interests during construction, lands, streets and 
highways, other values and elements of value, materials 
and supplies and current assets and working capital. 
An analysis of methods follows and pertinent facts are 
given as to clearing and grubbing, grading, pile trestles, 
concrete, ties, relay rail, ballast, tracklaying and sur- 
facing, crossings and signs, steam locomotives, loco- 
motive crane and telegraph line. 



THE CLEVELAND ELECTRIC RATE CASE 

By F. W. Ballakd 



I HAVE been asked by the editor of the Utilities 
Magazine to prepare an article on the Cleveland 
Electric Rate Case. I am very glad to comply 
with his request but will say by way of preface, that 
the case is not yet complete and that what can be writ- 
ten at this time will necessarily be only preliminary to a 
more complete paper after the case is finished. In fact, 
I shall not attempt, at this time, to present any fuU, 
analytical discussion of the Cleveland Rate Case, even 
of that part which has been completed, namely, the 
valuation of the Cleveland Electric Illuminating Com- 
pany's property but will leave this until after the final 
hearings and the Commission's decision has been ren- 
dered on the rates. I will confine myself, at the present 
time, to an historical review of the case so far as it has 
progressed and to a comparison of the findings by the 
Commission, on the various questions at issue, with 
some of the salient features in the showing made by the 
Cleveland Municipal Light Plant and particularly, with 
some of the items contained in the audit of that plant 
for the year 1915 by Nau, Rusk & Swearingen. In that 



audit Nau attempted to show a deficit for the year, by 
charging items to operating expenses which the Com- 
mission in their finding of the valuation for the Cleve- 
land Electric Illuminating Company permitted the 
private company to capitalize, and it will be seen that 
Nau must necessarily be wrong in his audit or the Com- 
mission wrong in their decision. 

fflSTOmCAL REVIEW 

The Cleveland Municipal Light Plant is really at the 
bottom of the whole matter. Mayor Newton D. Baker, 
now Secretary of War, started out in 1912 with the 
proposition to build a municipal light and power plant, 
the largest in this country, and to sell current for light 
and power at a rate not to exceed three cents per K. W. H. 
and the fact that this plant, which has been built 
and has been in operation since July 20, 1914, is a suc- 
cess is in reality the main-spring of action in this case. 
I was appointed by Mayor Baker to design and build 
this plant and took charge of the work on February 1, 
1912. We were delayed in the sale of bonds through 
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injunction suits brought by the private lighting interests; 
we were badgered and interfered with in every conceiv- 
able and possible manner; but the plant was finally built 
at a cost of $8,000,000 and has been in operation three 
and one-half years. It is now serving over twenty 
thousand customers and is making a profit. 

In May, 1914 the City Council passed an ordinance 
which required the Cleveland Electric Illuminating 
Company to lower their rates so that their maximum 
rate should not exceed three cents per K. W. H. The 
illuminating company appealed from this ordinance to 
the Public Utilities Commission of the State of Ohio; 
and, because of the great niunber of postponements, the 
case was not finally heard until three and one-half 
years had elapsed and the Illuminating Company's 
maximum rate is still ten cents per K. W. H., but they 
are under bond to refund to their customers all excess 
charges above the rates which shall be determined 
upon by the State Commission. As a matter of fact 
the only part of the case which has even yet been heard 
is that in regard to the value of the Illuminating Com- 
pany's property and, at the time of this writing, no 
hearings have been held on any questions r^arding 
rates. 

The final valuation was announced November, 1917. 
It was a very unusual procedure to determine on a final 
valuation without any consideration having been given 
to the financial history of the company. The record of 
revenues and expenses; the question as to whether the 
company had been able to make an adequate return on 



its investment; and to make enough for a depreciation 
allowance; all of these have weight and should be used 
in determining the question as to whether the company 
had the right to capitalize certain overhead and in- 
tangible values. However, I expect to publish a full, 
analytical discussion of these matters after the case is 
completed; suffice for this article a statement of the 
present status of the case and a comparison of this 
valuation with the results obtained in the Cleveland 
Mimicipal light Plant. 

COMPARISON OF VALUATIONS 

There were three valuations of the property of the 
Cleveland Electric Illuminating Company prepared 
and presented during the hearings of this case for the 
consideration of the Commission. The summaries of 
these valuations on a comparable basis are shown on 
the table below. 

Two of the above valuations were prepared be- 
fore any hearings were held in the matter, both as of 
July 1, 1914. At the inception of this work, the Public 
Utilities Conunission ordered the company to prepare 
a valuation of its property. The work so ordered was 
not completed until the final hearing in 1917, the time 
required for this work being about three years and the 
cost to the company about $150,000. 

The engineering staff of the Conunission was also 
ordered to prepare a separate valuation of this prop- 
erty and soon after the company had formulated its 
plims and started on the preparation of the inventory a 



TABLE SHOWING VALUATIONS PRESENTED AT HEARINGS 



Item 



F. W. Ballard & Co. 



Public Utilitiea Commiasioii 



Reproductive 
cost new 



Depreciation 



Present 
value 



Reproductive 
value 



Depreciation 



Present 
value 



Qeveland Electric Illumi- 
nating Co. 



Reproduction 
cost new 



Accrued res- 
toration costs 



Totalland 

Total structures 

Total electric equipment . . 
Materials and supplies, less coal 
Undistributed overbead charges 

Total physical property . 

Intangibles: 

Pr^minary expense 

Omissions 

Engineering 

Legal expenses 

A&iinistration expenses . . . 
Taxes during construction . . 

Financing 

Interest during construction . 

Cost to attach business 

Wolfing capital 



$720,116.89 

2,176,440.73 

12,081,320.20 

854,118.50 

17,457.54 



$15,299,253.86 



$145,791.37 

494,165.90 

91,995.52 

171,351.64 



40,821.19 
274,095.20 



Total inUngibles. 



$1,218,220.82 



$216,155.82 

1.715,734.46 

28,365.39 

1,536.92 



$1,961,792.59 



$19,681. 
66,712. 



$86,394.23 



$720,116.89 

1,960,084.91 

10,315,585.74 

325,753.11 

15,920.62 



$921,728.26 

2,248,971.89 

12,696,865.29 

354,118.50 

17,457.54 



$104,800.68 

1,294,939.44 

28,365.39 

1,536.92 



$921,728.26 

2,144,171.21 

11,401,925.85 

325,753.11 

15,920.62 



$13,337,461.27 



$16,239,141.48 



$1,429,642.43 



$14,809,499.05 



$126,109.54 

427,453.50 

91,995.52 

171,351.64 



40,821.19 



$59,807.50 

153,174.14 

531,781.13 

98,756.21 

185,094.73 

454,586.53 

1,034,660.50 

2,183,190.98 

1,112,070.00 

274,037.09 



$13,484.95 
46,816.29 



16,295.14 



$59,807.50 

139,689.19 

484,964.84 

98,756.21 

168,799.59 

454,586.53 

1,034,660.50 

2,183,190.98 

1,112,070.00 

274,037.09 



$1,131,826.59 



$6,087,158.81 



$76,596.38 



$6,010,562.43 



$935,096.99 

2,248,869.58 

12,812,477.39 

349,482.20 

18,914.83 



$16,740.02 
364,802.29 



$16,365,840.99 



$381,542.31 



$59,810.40 

154,762.97 

531,806.92 

98,761.00 

185,103.70 

457,980.24 

1,034,710.69 

2,204,400.37 

1,112,070.00 

274,095.20 



$6,113,501.49 



Total electric property . 



$16,517,474.68 



$2,048,186.82 



$14,469,287.86 $22,326,300.29 



$1,506,238.81 



$20,820,061.48 



$22,478,348.48 



$381,542.31 



NoT■^— F. W. Ballard k Co. total depreciation on phyrical property, except land, is 13.5 per cent giving a present condition of 86.5 per cent. 
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This chart shows the increase in K.W^. output month by month for the 
Geveland Municipal Lighting Plant from the time it started operation in July, 
1914, until October, 1916. It shows how the load upon the plant was steadily 
increased during this period and it shows the fallacy of using the Nau audit for 
the year 1915 to claim that the plant was a failure. 



The company's total 
valuation of electric 
property of $22,478,348. 
48 is only $152,048.19 in 
excess of the Commis- 
sion's value, this value 
including all intangibles. 
The diflference between 
these two valuations as 
to the amount of the in- 
tangibles lies mostly in 
the item of "Interest 
during Construction" 
for which the company 
shows $21,209.39 more 
than the Commission. 
This latter diflference, 
then, in the item of in- 
terest during construc- 
tion, together with the 
diflference in paving 



force of appraisal engin- 
eers from the Commis- 
sion's staflf were sent to 
Cleveland for the pur- 
pose of preparing this 
separate valuation. 

The chief engineer of 
the Commission in out- 
lining the procedure fol- 
lowed in the preparation 
of his appraisal states 
that the work of his en- 
gineers consisted of tak- 
ing the field sheets on 
which the company was 
claiming their property 
and visiting all of the 
property, making exam- 
ination of it, determin- 
ing first its existence, its 
description and its con- 
dition, and noting on the sheets such information as 
desired. 

The company had access to these sheets and all errors 
which were claimed by the company to have been made 
by the staflf engineers were satisfied before the data were 
summarized and priced. In the pricing of the items of 
property the Commission's engineers occupied an office 
in the niuminating Building and worked with its 
engineers in the canvassing and testing of prices. The 
company sent out form letters to manufacturers of 
equipment and material firms requesting prices as of 
the date of appraisal on apparatus and materials. 
These letters were worded so as to indicate that the 
prices were desired for appraisal purposes. The chief 
engineer of the Commission testified Uiat in testing the 
prices his engineers resorted to the records of the com- 
pany and in many cases did not use the prices quoted by tors and underground conduit and conductors. All 
the outside firms and that the cost of reproduction as de- other items of physical property were taken at the value 
termined by them was practically as of the same cost that placed on them by the Commission or the company, 
the company was paying to produce similar property at For all of the above classes except structures the 
approximately the time of the date of reproduction. values used by the other parties were found to be 

An examination of the separate valuations thus pre- excessive and were materially reduced in the city's 
pared by the Commission and the company shows the valuation, 
company's total valuation of $16,365,840.99 for the 
physical property to be only $126,699.51 higher than 
the value placed on the same property by the Com- 
mission's staflf in their tentative valuation. 

Of the above diflference, $13,368.73 is accounted for 
in the item of land and $113,866.23 in the item of under- 
ground conduit; and this latter amount is diflferent 
because of the fact that the company used cost to re- 
produce the paving while the Commission's engineers 
used the original cost for this item. 



over conduit and the diflference in land value, makes up 
almost the entire amount of the excess of the company 
over the Commission. 

Hearings on this case were held as follows: June 15, 
1916, April 24, May 15, July 10 and July 24, 1917. 
During these hearings testimony was taken which 
made up a record of 872 pages. 

A valuation was introduced by the city which was 
based upon the inventory made by the Commission and 
the company; no attempt having been made to check 
the quantities or items of property. 

The time at the disposal of the engineers of the city 
after the company had prepared its valuation was so 
limited that only certain classes of property were 
selected for investigation as to prices, these being — 
land, structures, poles and fixtures, overhead conduc- 



In addition to this reduction the Canal Road plant 
which supplies low pressure steam for heating purposes 
was apportioned as between the steam and electric 
utility by the city's engineer on a diflferent basis than 
that used by the other parties, which resulted in a 
' further reduction in the value of the property used and 
usefid by the electric utility. 

The city's engineer also refused to make any allow- 
ance in the valuation for the Tlurd Street station of 
this company for the reason that it had been abandoned 
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sometime previous to the date of appraisal, the equip- 
ment was obsolete and of no value except as scrap. 

These deductions as determined by the city resulted 
in a value for the physical property of this company of 
$15,299,258.86 which is $939,887.62 less than the Com- 
mission's tentative valuation and $1,066,587.13 less 
than the valuation of the company. 

The table shows clearly the amounts allowed by the 
city's expert for intangibles with a total of $1,218,220.82 
as against $6,087,158.81 for the Commission and 
$6,113,501.49 for the company. 

The total value of this property according to the 
city's valuation is then $16,517,474.68 which is a 
reduction of $5,808,825.61 in the Commission's tenta- 
tive valuation. 

In the preparation of the city's valuation the engi- 
neers gave much attention to the question of accrued 
depreciation and fixed this at $2,048,186.82 as com- 
pared with $1,506,238.81 as found by the Commission 
and $391,542.31 of accrued restoration costs as deter- 
mined by the company. 

Deducting this depreciation from the reproduction 
cost shows that the city's present value of this prop- 
erty is $6,350,773.62 below the present value as fixed 
in the tentative valuation of the Commission. 

FINAL VALUATION BY COMMISSION 

The decision of the Commission as to the final valua- 
tion was rendered in November, 1917. And it was 
f oimd to be exactly identical with the tentative valua- 
tion, except for the item "Interest during Construc- 
tion," and except that the item for " Cost of Financing" 
should be amortized and not capitalized. In other 
words, a certain amount should be allowed to the com- 
pany in the way of additional revenue each year to 
reimburse them for this item. The final valuation as 
announced by the Commission is as follows: 

FINAL VALUATION BY COMMISSION 





Reproduction 
value 


Depreciation 


Present 
value 


Land 


$921,728.26 

2,248,971.89 

12,696,865.52 

881,749.20 


$1*04*866.68 
1,294,988.58 

28,865.89 


$921,728.26 


Struct 11V68 .*•..•••••••. 


2,144,171.21 


EJquipiiient 


11,401,926.99 


Current and nomina] as- 
sets 


858,888.81 






Total electric 

Less coal 


$16,249,814.87 
27,680.70 


$1,428,104.60 


$14,821,210.27 
27,680.70 






Sub-total 


$16,221,684.17 
17,457.54 


$1,428,104.60 
1,586.92 


$14,798,579.57 


Plus undistributed ovei^ 
head charges 


15,920.62 






Total physical prop- 
erty 


$16,289,141.71 


$1,429,641.52 


$14,809,500.19 









Reproduction 
value 


Depreciation 


Present 
value 


Intangibles: 
Preliminary expense . . . 
Omissions 


$59,807.50 

158,174.14 

581,781.18 

98,756.21 

185,094.78 

454,586.58 

2,059,081.78 

1,112,070.00 

274,087.09 


* $18,484.95 
46,816.29 

16,295.14 


$59,807.50 
189,689 19 


Kninneerinff 


484,964 84 


Leffal expenses 

Administration ex- 
penses 


98,756.21 
168,799 59 


Taxes, 2.90 on $15,676,- 
897.49 


454,586.58 


Interest. 12% on $17,- 
158,597.78 


2.059.081.78 


G>st to attach business 
Working capital 


1,112,070.00 
274,087.09 


Total inUngibles . . . 


$4,928,889.06 


$76,596.88 


$4,851,742.68 


Total property used 
and useful in elec- 
tric operations . . . 


$21,167,480.77 


$1,506,287.90 


$19,661,242.87 



It is not my intention at the present time to comment 
on this decision but I will attempt to explain some of 
the items in the petition and application by the city of 
Cleveland for a rehearing, which was promptly denied 
by the Commission, and which is made the basis of an 
error proceeding now pending in the Supreme Court of 
the State of Ohio. 

OBJECTIONS BY CITY TO FINAL 
VALUATION 

The following is an abstract of the itemized objections 
in the city's petition: 

That the Commission failed to comply with the l^al 
requirements when it refused to investigate and report 
on other evidence than that of the theoretical cost of 
"Reproduction New** of the physical property and 
intangible values; in excluding evidence as to actual, or 
historical, cost of the physical property and intangible 
values. 

That the Commission erred in excluding evidence 
showing the financial history of the company, its 
securities outstanding, its revenues, operating expenses, 
dividends, surplus, betterments, depreciation, etc. 

That the Commission allowed the company to capi- 
talize "Interest during Construction" to the amount 
of $2,059,081.78 instead of $40,821.19 the actual amount 
which the evidence showed this item had cost the 
company. 

That the Commission allowed the company to capi- 
talize the "Cost of Attaching Business" to the amount 
of $1,112,070.00 when evidence showed that this item 
had cost the -company nothing. 

That the Commission in fixing the value of land of 
the company allowed full value for made or fiUed-in 
land at the East 70th Street plant, whereas in this 17- 
acre tract the company, by purchase, acquired title to 
only 12 acres and tibe balance of 5 acres approximately. 
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is made or fiUed-in land» formerly Lake Erie, the title 
to which mider the Statutes of Ohio is in the State of 
Ohio. 

That the Commission allowed the company to capi- 
talize theoretical and hypothetical values for intangible 
items as the cost to "Reproduce New" when it was 
shown by the evidence that the company sustained no 
such costs in its development. 

That the Commission found and deducted as depre- 
ciation the sum of $1,506,237.90 instead of $2,048,186.82. 

That the Commission applied overhead allowances 
to property purchased complete from manufacturers in 
the same percentages and upon the same basis as prop- 
erty constructed from raw materials at the site. 

That the Commission included in its valuation prop- 
erty not within the city limits of the city of Cleveland 
and it also included in its valuation property which is 
not used nor useful for electrical service in the city of 
Cleveland. 

That the order of the Commission fixing the final 
valuation of the several classes and kinds of property 
of the Cleveland Electric Illuminating Company con- 
tains only a summary of its conclusions and does not 
contain in writing the Commission's findings of fact 
upon the various matters concerning which evidence 
was introduced before the Commission as to the value 
of the different items. 

"REPRODUCTION NEW** THEORY USED 
EXCLUSIVELY 

The Public Utilities Commission of Ohio by its 
decision in this case has evidently committed itself to 
the proposition that "Cost of Reproduction New" 
is the only factor to be considered in a valuation case. 
Yet in a previous decision by this same Commission, in 
re Northeastern Oil & Gas Company, P. U. R. 1916-D, 
692, a different view was taken. In that case the Com- 
mission seemed to consider that the question was, at 
least, an open one. The Commission's engineer had 
used prices for a certain date instead of using an average 
over a number of years. The company protested 
against this and claimed that the whole valuation should 
be held null and void and set aside because the Com- 
mission's engineer, in arriving at unit prices for pipe 
and other material, had used prices current on the first 
day of May, 1915 instead of covering a period of at least 
five years prior to the date of the valuation. The 
Commission in its decision on page 695 said: 

*'It is enough to say that the laws of Ohio do not require such a 
method of valuation, although that method and the one adopted 
by the Engineer is in common use by competent engineers and each 
has been sanctioned by Commissions and Courts. If the appraisal 
as made by the Engineer was not satisfactory to the Gas Company 
it should have introduced evidence showing the prices and fluctua- 



tions diuing preceding years so that the Commission would have 
something substantial upon which to base a finding with reference 
to these items." 

This question was considered at great length in the 
Alliance Case before the Ohio Commission, which was 
heard just before the Cleveland Case, and is not yet 
decided. The attitude of the Commission's engineer 
is best shown by Mr. White's reply when asked, on 
cross-examination in that case, if it were not a fact 
that we are trying to arrive at the value of the property 
and he replied: 

"No; we are trying to arrive at the cost to reproduce that prop* 
erty." (Record, page 697.) 

The writer while testifying before the Ohio Com- 
mission in the Alliance Case, stated the principle for 
which the city contends in the Cleveland Case (Record, 
page 456) : 

**The principle involved and the reason why I considered that the 
method adopted by the appellant's engineer is wrong, and why I 
think this is the only correct way to make a valuation, the fluctua- 
tion in price makes it impossible to establish anything that would be 
maintained. If you were to adopt that plan, the companies then 
who could arrange, if it were possible to do so, to have thdr cases 
heard or have their valuations made at a time when the prices are 
high, would get higher rates of return. If, on the other hand, cities 
could arrange so that the valuations would be made in the valleys 
when the prices are low, then that would reduce the valuation. I 
do not think it is fair for either side, and certainly we are in a peak 
of high prices at the present time which is unprecedented." 

However, in the Cleveland Case the objections of the 
city are directed more against the exclusion by the Com- 
mission of all evidence relating to the actual or his- 
torical cost of the physical property and intangible 
values. Grenerally courts and commissions have come 
to see that the question in a valuation case is not merely 
to find "Reproduction Cost," but rather, to find a fair 
value which corresponds to the investment which was 
actually and properly made by the company. In 
explaining this principle the writer testified before the 
Ohio Commission in the Alliance Case (Record, page 
647) as follows: 

*' Reproduction new, or any other means of endeavoring to arrive 
at that investment is only a make-shift, as it were, in lieu of the 
possibility or impossibility of arriving at just what their investment 
was. 

At this point. Chairman Waltermire, of the Commis- 
sion, inquired: "Does not our statute limit us to that 
make-shift?" 

The city contends that the Conmiission is not limited 
to "Reproduction New" as the basis of fair value; but 
that, under the terms of the statute and under the 
general laws governing rate cases, any other factors 
may be considered which the Commission may see fit 
to investigate. 
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FINANCIAL HISTORY IMPORTANT 

The city protests the exclusion by the Commission of 
all evidence showing the financial history of the com- 
pany; its revenues, operating expenses, dividends, and 
the like. The city maintains that such evidence is 
important in a valuation case because certain intangible 
and overhead items cannot be valued for rate-making 
purposes without having this information. 

"Groing Value*' or going concern value in a rate case 
includes only the cost of developing or cost of attaching 
business. And in order for this item to be included in 
the rate base it is necessary for the company to show 
early losses or unrequited deficits from this expense. 
Therefore this item cannot be valued without the 
fuUest information regarding the financial history of 
the company. There are a number of other overhead 
and intangible items which depend for their valuation 
upon the actual history of the company; for instance, 
depreciation allowance; contractor's profit; engineer- 
ing and administration; contingencies and incidentals; 
etc 

The decision of the New York Public Service Com- 
mission for the First District of New York, in the 
Kings County Lighting Case written by Commissioner 
Maltbie, held that the particular kind and amount 
of allowances included should in general follow the 
methods by which the particular plant in question had 
been developed. It was also stated that the Commis- 
sidn would give great weight to any evidence showing 
actual expenditures inciured by the company for these 
purposes, but it was inclined to give slight consideration 
to estimates of reproduction cost for these items based 
on hypothetical conditions. 

INTEREST DURING CONSTRUCTION 

The objection by the city to the allowance in the final 
valuation of $2,059,081.78 as interest during construc- 
tion,, was based upon the evidence which showed that 
this item had actually cost the company only $40,821.19 
while the large allowance by the Commission was the 
result of a hypothetical estimate of what it might 
amount to in a cost to reproduce the plant new at the 
time of the valuation. 

The firm of Nau, Rusk & Swearingen of Cleveland, 
who made the audit of the Cleveland Municipal light 
Plant for the year 1915, had prepared the uniform classi- 
fication of accounts which had been adopted by the 
Pubfic Utilities Commission. They also were appointed 
by the Commission to make the audit of the Cleveland 
Electric Illuminating Company's books covering a 
period of four years from 1912 to 1916 inclusive, to be 
used in the Cleveland Electric Rate Case. 

In his audit of the municipal light plant, in table No. 



6, which is his statement of the income and profit and 
loss ^account, Nau shows under deductions from gross 
income an item entitled "Interest on Funded Debt*' 
amounting to over $112,000. On page 6 of his report 
he makes the following statement: 

'"During the year 1915 one-half of the interest on bonds, except 
the bonds issued for South Brooklyn and CoUinwood plants, was 
capitalized upon the books of the light plant in the account * Interest 
diuing Construction.' We have transferred the amount so capi* 
talized, to the Expense Account 'Interest on Funded Debt'. " 

He gives, as his authority for transferring one-half 
of this $112,000 from our capital account to expense 
account a quotation from his *' Uniform Classification 
of Accounts," as follows: 

'* Charge to this account the interest accrued upon all money and 
claims payable upon demand acquired for use in connection with 
the construction and equipment of the electric property from the 
time of such acquisition until the works are ready for commercial 
use." 

He then follows this quotation with the statement 
that: 

*\ . . . the works were ready for commercial use and the 
plant began operation on, or about, July 22, 1914." 

Mr. Nau took this position in r^ard to the interest 
during construction in this plant notwithstanding the 
fact that over $1,000,000 was expended on new con- 
struction for distribution system for the municipal light 
plant during the year 1915; while, as shown on his own 
audit, there had been only about $600,000 which had 
been spent on distribution up to January 1 of that year 
and, at the end of that year, the amount of money 
spent for distribution system amounted to over $1,600,- 
000; and, although the main plant had been placed in 
operation on July 20, 1914, yet the distribution system 
was not in such condition that the load could be put 
upon the plant. 

The item for interest during construction included in 
the Cleveland Electric Illuminating Company's valua- 
tion of their property and also in the final valuation as 
allowed by the Commission was frankly based upon an 
estimated cost to reproduce new a hypothetical plant 
requiring a period of five years to install. The audit 
of the Cleveland Electric Illuminating Company's 
books, for the years 1912 to 1916, prepared by Nau for 
use in this rate case disclosed the fact that an amount 
had been charged to capital account for interest during 
construction amounting to only $40,821.19 and this 
amount stood on the company's books as of June SO, 
1912 as the total amount which had ever been charged 
into this account. The audit also disclosed the fact 
that nearly $7,000,000 had been spent in new con- 
struction work during these four years and that all of 
the interest on the money for the new construction had 
been charged to operating expenses and had been paid 
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out of funds received from the sale of electric current to 
consumers. The audit also showed that the company 
had been making a profit during all these years, over 
and above such items of expense, and the city now 
takes the position that having amortized these items of 
cost from revenues collected from electric light con- 
sumers, the company is not entitled to capitalize them, 
because, if it is allowed to do this, it will be collecting 
from these consumers a return upon the investment 
which the company did not make. 

There is also another consideration which is equally, 
if not more, important. If the company is allowed 
to capitalize these items which they have already 
charged to expense, they will not only be in a position 
to get a return upon them from the consumers of elec- 
tricity forever after, but if the operating costs for those 
years, when these items are included, are allowed as 
proper operating expenses upon which rates are to be 
based, then the company will be receiving from the 
consumers not only all the fixed cost allowance in the 
way of interest and depreciation on this amount, which 
cost them nothing, but will also be receiving an allow- 
ance for operating expenses which are no part of pro- 
duction costs. 

The city subpoenaed Mr. Nau and put him on the 
stand for cross-examination. It would be exceedingly 
interesting and quite illuminating if it were possible to 
quote here Mr. Nau's testimony in its entirety but 
through lack of space I can give, at the present time, 
only some short extracts from his testimony. 

CROSS-EXAMmATION OF MR. NAU 

QuisnoNB BY Mb. W. B. Woods, Attobney fob the City 
(Record, page 440) 

'*Q. Turning to account No. 575 on page 84 of the uniform system 
of accounts in regard to the interest during construction, what is 
the fact as to this item including moneys chargeable to plant account 
or operating expenses? A. The instructions provided that during 
the course of construction, until the plant or portion of the plant is 
ready for conmiercial use, interest shall be capitalized under the 
title of this account 'Interest during Construction.' Thereafter it 
becomes an operating expense charge or deduction from income — an 
expense charge of interest" 

Again on page 444 of the Record : 

**Q you show (in plant account to date) an item 

entitled 'Interest during Construction' with reference no. 575 to 
Uniform Classification of Accounts. What is the amount? A. It 
shows that on June SOth, 1912, the Cleveland Electric Illuminating 
Company had an account on the books under the title of 'Interest 
during Construction,' which equalled $40,821.19 and that they did 
not add anything thereto during the four years we had under 
review. 

Again on page 446 of the Record: 

**Q this makes a total of $6,997,296.58 for additions 

to plant account for the electric utility during the four years 1912 



to 1916, and now will you show us where the item for interest during 
construction on this money appears in your audit? A. There was 
no interest, I have already answered, during construction charged 
to common capital account during this period. They treated it as 
an expense, I suppose on the assumption that the plant was ready 
for commercial use." 

Again on page 448 of the Record: 

**Q. Is it true then that all the interest and taxes during the con- 
struction period of the additions to plant account have been charged 
to and included in the operating expenses during these four years 
which your audit covers? A. They were; all interest, no matter 
what it might apply to." 

As illustrating further the position taken by the city 
in regard to this question the following extracts from 
the Record while the writer was under cross-examina- 
tion may be of assistance. 

CROSS-EXAMINATION OF MR. BALLARD 

QUESTIONB BY Mb. HoOBETT, AtTOBNEY FOB THE COMPANT 

(Record, page 795) 

**Q. Now, Mr. Ballard, in the reproduction new of this property, 
what did you allow for interest during construction? A. 1 allowed 
just exactly what the Illuminating Company had set up on their 
books as having been charged to ciqiital account for interest during 
construction." .... 

**Q. Very well, did you allow for interest diuing construction of 
this property, for a theoretical period of construction, and using the 
same methods that you used in the other case? A, No." 

"Q. Why didn't you? A. That is just what I want to tell you. 
Your assumption of the methods oi finaTining as set forth in your 
exhibits and in your brief stated that you would not sell any stock 
or bonds until after the plant was constructed and in operation; 
that method of financing resulted in the interest during construction 
being part of the cost of financing. Now, imder the rulings of this 
Commission, cost of financing should be amortized. All right. 
Adopting your own hypothetical case, then, interest during construc- 
tion should be amortized All the cost has, I believe, 

been charged actually to operating expenses, and consequently 
amortized. Now, during the last four years there from 1912 to 
1916 you had about six or seven million dollars of new construction, 
and actually during that time it was all charged to operating ex- 
penses, and at the same time you were paying dividends all the time, 
evidently amortizing it." 

Again on page 797 of the Record: 

'* Q. Then why couldn't you do it if you followed the reproduction 
plan in that case and you followed the reproduction plan in this case, 
why couldn't you have made the computation of interest during 
construction on the same basis here that you made there in those 
cases? A, Because the requirements are that that should be amor- 
tized; you have actually as a matter of history amortized it, and 
have only charged in that amount which I have allowed — ^I have 
forgotten what it was — for interest during construction. Since 
you actually did that and as I believe that is all it ever did cost you 
for capital account, I think if I would allow it to you now, I woUld 
be giving it to you twice, and I do not see any reason for doing that." 

Again on page 798 of the Record: 

"The Witness: The conditions are not the same as they are in 
the other three — ^the other plants that I appraised; as I said I had 
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no evidence, that in those plants that interest during construction 
should not be charged into capital account, consequently, I put it 
in. In tills case I had evidence that you had amortized it; conse- 
quently if I were to allow it in the capital account when you had 
cdlected it from your customers you would have gotten something 
in your value of your property for rate-making purposes, to charge 
your electric light consumers a rate of return upon, for which your 
stockholders never made an investment, and it never cost them a 
penny; that is why I did it." 

COST OF ATTACfflNG BUSINESS 

The city protests the item for "Cost of Attaching 
Business'' which the Commission allowed in its final 
valuation to the amount of $1,112,070, claiming that 
the grounds for this item are even less than for " Interest 
during Construction." 

The Commission, in its Uniform Classification of 
Accounts, requires all these costs to be charged to com- 
mercial and business promotion expenses and not to be 
capitalized (pages 69-70, sections 221-a, b, c, d and 
222-a, b, c, d). These sections include commercial 
expenses, contract office salaries and expenses, business 
promotion and expenses, canvassing and soliciting, 
advertising, wiring old houses to induce new business, 
and miscellaneous business promotion expenses. 

In the audit of the municipal light plant for the year 
1915 Mr. Nau transferred the cost of operating the con- 
tract department during that year from capital account 
to expense account. This item was the cost of a con- 
tracting department for soliciting and obtaining con- 
tracts for large power customers to enable the light 
plant to build up its distribution system. It was not 
part of the cost of operating the plant during that year 
and might have been charged to a deferred expense 
account to be amortized over a period of years; but 
Mr. Nau arbitrarily charged it into operating expenses 
for the first year of the operation of the mimicipal 
light plant. 

When testifying under cross-examination in the 
Cleveland Rate Case Mr. Nau was asked in r^ard to 
this item and the following is from the Record: 

CROSS-EXAMINATION OF MR. NAU 

QUESTIONB BY Mr. W. B. WoODS, AtTOBNEY FOB THE CfTT 

(Record, page 439) 

**Q. Calling your attention again to that municipal audit, Mr. 
Nau, page 112, account 67 entitled * Contract Office Salaries and 
Expenses,' you found on the lighting company's books an item oi 
$5,766.70 which had been charged to capital account. What did 
you do with that item? A, Oh, put it into the account called for 
by the classification, commercial expenses, in the same place where 
the Illuminating Company charges those expenses. Instead of 
capitalizing it we treated it as an expense." 

Also in regard to the audit of the Cleveland Electric 
Illuminating Company's books in the Cleveland Rate 
Case. 



CROSS-EXAMINATION OF MR. NAU 

QUEBTIONB BT Mb. W. B. WoODB, AtTOBNBT FOB THE CiTY 

(Record, pages 42&-481) 

**Q. What amount does your exhibit show for commercial ex- 
penses for each year? A. For the year ending June 80, 191S — 
$104,796.51; for 1914— $124,842.01 ; for 1915-<$1 21, 156.66 and for 
1916— $148,644.78. 

**Q. What amount does your exhibit show for business promotion 
for the same years? A. For 1918— $105,045.80; 1914— $140,414.18; 
1915— <156,848.14; 1916— $177,284.61. 

**Q. Calling your attention now to page 28, schedule CC-8, it 
is noted that b^ore the item appear the figures 821-a, 821-b, 821-c, 
and 821-d; to what do these figures refer? A. They refer to the 
numerical code in the uniform classification for the accounts called 
821-a which is the account. Meter Reading Salaries and Expenses; 
821-b is account Collections Salaries and Expenses; 821-c is Con- 
tract Ofiice Salaries and expenses and 821-d is a consumers' Ac- 
counting, SaUries and Expenses. 

**Q. But what do 822-a, b, c, and d refer? A. To the accounts 
prescribed in the classification^ 822-d being canvassing and solicit- 
ing. 

'*Q, That is under Business Promotion Expenses — A. Under 
the general caption of business promotion expenses, 822-b being 
advertising, 822-c being wiring, and 822-d being miscellaneous 
business promotion expenses. Each one of those accounts defining 
in the test the character of the expenses to be chargeable thereto. 

**Q. It is a fact that this schedule and these items which you have 
read are prepared by your firm in accordance with the uniform 
system of accounts for electric utilities used by this commission? 
A, Yes, sir. With very trifling exceptions this report was made 
uniform for the entire four years. The Illuminating Company's 
accounting, of course, strictly complied with the utilities require* 
ments after these accounts were prescribed and did have such 
accounts however previously, so that substantially they could be 
recast into the present card of accounts or chart of accounts. 

**Q, Now, if you will state the amounts for the different years 
under this schedule for Meter Reading Salaries and Expenses. 
A. 1918— $22,808.44; 1914— $28,228.59; 1915-^27,050.88; 1916— 
$29,957.48. 

**Q, Will you make the same statement for Contract Office Sal* 
aries and expenses? A. 1918— $16,896.19; 1914— $18,461.65; 1915 
—$18,822.42; 1916— $22,257.80. 

*'Q, And the same statement for 822-b; advertising? A. 1918— 
$21351.89; 1914— $88,221.98; 1915— $82,522.78; 1916— $84,478.87. 

"Q. And the same statement for 822-c; wiring? A. 1918— 
$16,800.81; 1914— $21,906.50; 1915— $26,746.46; 1916— $88,065.81. 

**Q. Calling your attention now to the cost of wiring, the cost of 
wiring to induce new business as recited on page 70 of the uniform 
classification of accounts; is or is it not a fact that amounts have 
been allowed in these items which you have given for such charges? 
A, That is what that accoimt is provided for and presumably that 
is what these charges are. 

**Q. Calling your attention in the same schedule to item 822-d, 
miscellaneous, please state the amounts for the four years. A. 
1918— $4,287.41; 1914— $8,718.90; 1915— $8,719.57; 1916— 
$6,292.11. 

"Q. This account refers, does it not, to miscellaneous business 
promotion expenses? A. It does." 

It will be noted in Mr. Nau's testimony above that 
the illuminating company's accounting strictly com- 
plied with the Commission's requirements and that it 
charged all of these costs of promoting and attaching 
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business to operating expenses during the four years 
covered by his audit. He also states that the company 
had similar accounts previously so that substantially 
they could be recast into the present card of accounts 
or chart of accounts and from this statement it must be 
presumed that the illuminating company has always 
charged these costs into operating expenses and has 
never capitalized them, no item appearing on their 
books as of June 30, 1912 for this item in capital ac- 
count. Under the requirements, as outlined in all of the 
decisions of courts and commissions, before the utility 
could capitalize this item, it would be necessary for the 
illuminating company to show that by charging these 
costs to operating expenses it had created a deficit 
which it had never been able to make up. 

Some of the decisions of the courts and commissions 
bearing directly on this question are as follows: 

The United States Supreme Court, in the Des Moines 
Gas Case decided by Justice Day, June 14, 1915, stated: 

''Included in going value as usually reckoned is the investment 
necessary to organizing and establishing the business which is not 
embraced in the value of its actual physical property .... 
every presumption is in favor of the legitimate exercise of the rate- 
making power, and it is not to be presumed, without proof, that a 
company is under the necessity of making up losses and expenditures 
incidental to the experimental stage of its business/' 

The Supreme Court of the State of Ohio in the City 
of Cindnnati v. Public Utilities Commission of Ohio, 
decided July S, 1917, rejected the item of cost of estab- 
lishing business and said: 

''The burden of proof was upon the company to establish this item 
by direct evidence. We think this was not done in this case, and the 
order of the commission, so far as that item is concerned, is disproved.'* 

The Appellate Division of the Supreme Court of the 
State of New York in the Kings County Lighting Case, 
decided May 9, 1913, said: 

''Going value is made up only of unrecompensed losses oi the 
early years; if, however, such losses have been made up by subse- 
quent profits in excess of a fair return there is no going value." 

The Maryland Public Service Commission in the 
Potomac Telephone Company Case, decided March 8, 
1916, said: 

**The utility has the burden in a rate proceeding to show that 
early deficits were sustained and that they have not been recouped." 

The New York Public Service Commission, 1st 
District, in the Brooklyn Edison Case, decided October 
27, 1916, said: 

''(roing Value for rate purposes is the amount equal to the de- 
ficiency of net earnings below a fair return on the actual investment 



The Missouri Public Service Commission in the Kansas 
City Electric Light Case, decided March 17, 1917, said : 
'*No allowance should be made in a rate valuation for cost of 



attaching business which cost has been charged to operating ex- 
penses where, after allowing the operating expenses, the utility has 
not failed to earn a fair return." 

DEDUCTION FOR DEPRECIATION 

The city maintains that the amount deducted for 
depreciation in the final valuation is too low. This 
was practically the same as shown in the Commission's 
tentative valuation and amounts to only 9| per cent 
of the value of the physical property. The amount 
found by the city's engineers, namely $2,048,186.82, 
was 13^ per cent of the physical valuation and was con- 
sidered to be a very conservative estimate. Mr. Nau 
maintained in his audit of the municipal light plant 
that 4.46 per cent should be written oflf every year. 
At that rate the amount deducted by the Commission 
from the illuminating company's property would be 
found in two years and in the city's estimate it would be 
found in approximately three years; or, in other words, 
the depreciation which would be found by Nau's audit 
of the municipal light plant, in a plant which had been 
operating only about three years, would be as much as 
the Commission has allowed to be deducted from the 
property of the Cleveland Electric Illuminating Com- 
pany which has been in operation for a great many 
years. 

In the tentative valuation in the Alliance Case, which 
has not yet been decided, the Ohio Commission de- 
ducted 12.9 per cent for depreciation and in this same 
Commission's final valuation of the Cincinnati Gas and 
Electric Company they deducted 18.4 per cent for 
depreciation; while, in the Terre Haute Electric Rate 
Case the Indiana Public Service Commission, in their 
final valuation, deducted 20.4 per cent for depreciation. 

In the Brooklyn Edison Electric Illuminating Com- 
pany's Case, decided by the New York Commission 
October 27, 1916, the chief controversy centered about 
depreciation and the Conunission, on the basis of their 
engineer's testimony, deducted from cost to reproduce 
new, the sum of $7,140,000 for depreciation; reducing 
the final valuation to $22,000,000; in this case the de- 
preciation amounted to 26.8 per cent of the value of the 
physical property. In that case the company had 
maintained that no deduction for accrued depreciation 
should be allowed in the valuation of its property 
although they desired that they should be allowed to 
set aside annually large sums for renewals. 

The Public Utilities Act of the State of Ohio, Section 
499-9-E requires that depreciation for mechanical 
deterioration, for age and obsolescence, for lack of 
utility, or for any other cause, the percentage and 
amount of each dass shall be specifically set forth in 
detail. 

The decisions of the Supreme Court of the United 
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States have all consistently held that depreciation must 
be deducted when determining a fair value for rate- 
making purposes; some of these cases are as follows: 

''Knozville Water Case, 212 U. S. 1, and the Consolidated Gas 
Case 212 U. S. 19, and that decisioii repeated and reaffirmed in the 
Cedar Rapids Gas Case, 22S U. S. 655; the Des Moines Gas Case, 
2S8 U. S. 811; the Minnesota Rate Cases, 230 U. S. 850, and every 
other decision of that Court and of other Courts and Commissions 
m which the question arose." 

Without attempting to quote all of these cases the 
following from Judge Hughes decision in the Minnesota 
Rate Cases (230 U. S. 352, June 9, 1913) (Whitten, Vol. 
2, page 1143): 

''When an estimate of value is made on the basb of rq)roduction 
new» the extent of existing depreciation should be shown and de- 
duced. .... When particular physical items are estimated 
as worth so much new, if in fact they be depreciated, this amoimt 
should be found and allowed for. If this is not done, the physical 
valuati<m is manifestly incomplete." 

COMMISSION'S DECISION NOT EXPLICIT 

The city also protests that the order of the Commis- 
sion fixing the final valuation contains only a siunmary 
of its conclusions and does not contain in writing the 



Commission's findings of fact upon the various matters 
concerning which evidence was introduced before the 
Commission as to the value of the different items. The 
Public Utilities Act of the State of Ohio contains a 
section as follows: 

''Sec. 499-16. The Commission shaU make and file its findings of 
fact in writing upon all matters concerning which evidence shall 
have been introduced before it which in its judgment have bearing 
on the value of the property of the public utility or railroad affected. 
Such findings shall be subject to review by the supreme court of 
this state in the same manner and within the same time as other 
orders and decisions of the commission." 

AUDITS OF THE MUNICIPAL ELECTRIC 
LIGHT PLANT 

There have been two audits of the municipal light 
plant made by the firm of Nau, Rusk & Swearingen for 
the city of Cleveland; one showing the residts for the 
year 1915 and one for the year 1916. A sunmiary of 
these audits has been published in the CUy Record of 
October 10, 1917. This is the official publication of the 
city of Cleveland and can be obtained by application 
to the city clerk. A summary of the results shown in 
these two audits is set forth in the following table: 



COMPABATIVE INCOME AND PROFIT AND LOSS ACCOUNT 
Thb MuiadPAL Elsctbio Light Plant — Cleveland 





Year 1915 


Year 1916 




K.W.H.sold 


Amount 


K. W. H. sold 


Amount 


Operating Revenues : 
MuniciDAl str^t liffhtJnir . 


2,7»8,009 

1,060,001 

6,667,682 

15,400,804 


$84,662.72 

24,658.08 

208,976.65 

215,636.84 


4,414,540 

1.739,151 

11,037,497 

24,055,246 


$127,191.48 

35,888.04 

342,414.67 

313,020.94 


Other municipal light and power 


Residence lignt and power 


^mmfnyriftl light and power 




Leas — Allowance, etc. 


25,8S5,406 


$583,984.24 
1,184.42 


41,246,434 


$818,515.13 
944 62 






Sul^ 4>f fft^m 


$532,749.82 

10,086.67 

5,738.23 


$817,370.51 

22,773.35 

9,379.41 


Miwellaneoufl revenue and expenne ..................... r 




Operating Expense : 


$548,574.72 

$123,848.64 
66,788.44 
27,374.50 
16,655.54 
110,455.16 
83,547.46 


$849,723.27 

$160,617.80 

62,613.49 

16,376.16 

5,503.93 

145,394.80 

99,098.75 


Tranffmiffirion and distribution 


niili^fion 


Undistributed 


Deferred upkeep 


General 






$428,669.74 


$489,604.93 


Gross income 


$119,904.98 

$112,655.90 

9,545.48 

24,229.32 


$360,118.34 

$121,395.08 

8,054.58 

26,961.86 


Deductions from Gross Income: 
IntArent on funded debt r 


Other interest 


Interest on city investment, etc 




Taxes foregone 


$146,430.70 
31,693.72 


$156,411.47 
52,318.23 






$178,124.42 


$208,729.70 


Profit— Loss 


(Loss) $58,219.44 


(Profit) $151,388.64 
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The writer prepared a paper, which was read at 
a meeting of the Cleveland Engineering Society Jan- 
uary 23, 1917, in which was discussed the opera- 
tion of the Cleveland Municipal light Plant and 
the showings of the 1915 audit. That audit showed 
a deficit for the year 1915 amounting to $58,219.44, 
notwithstanding the fact that a surplus was actually 
found in cash account for the year after all opera- 
tion and maintenance expenses had been met and 
the interest on the bonds had been paid and an 
amount set aside in the sinking fund sufficient for 
liquidation of the bonds at maturity; and also, in 
spite of the fact that the beginning of the year 1915 
was within six months of the date when the plant 
started operation and the load upon it at the beginning 
of this year was only about one-fifth of its capadty 



and, even at the end of the year, the plant was not fully 
loaded. 

The audit for the year 1916 included in operating 
expenses, items some of which the Ohio Public Utility 
Commission, in its final decision of the valuation r^ard- 
ing the Cleveland Electric Illuminating Company's 
property, allowed it to capitalize. These various items 
are discussed at length in the paper read before the 
Cleveland Engineering Society, referred to above, and 
are as follows: interest during construction; deferred 
up-keep or depreciation; interest on city investment; 
cost of attaching business and taxes foregone. 

The audit for the year 1916, however, shows a profit 
of $151,388.64 and this audit was made on the same 
basis as that for the year 1915 and included all ques- 
tionable items included in that audit. 



THE DEPARTMENT OF PUBLIC PLANTS 

Evans Clark, Editor 



PUBLIC PLANT SURVEY 

THE Department of Public Plants is undertaking 
an exhaustive survey of the publicly-owned 
utility plants of the United States and Canada* 
It is our intention to secure accurate data as to their 
location, size and capacity; the rates they charge for 
service; their financial status; and the conditions of 
labor in each. The results of this survey we shall pub- 
lish in the form of tables and summaries from time to 
time. As far as possible we shall publish also com- 
parisons with private plants of the same kind in the 
same locality. In cases where a plant is exceptional 
in any way either for the success or failure of any de- 
partment of its activity or on account of some unusual 
feature of its operation, we shall publish short separate 
descriptive articles in explanation thereof. 

It is our hope that the publication of these data will 
give to plant managers recourse to comparisons with 
other plants in the improvement of their own and to 
the advantage of the public they serve. 

It is our intention to cover first the field of electric 
generating plants, and to extend the work into other 
fields as rapidly as circumstances permit. The next 
issue will contain reviews of certain plants and succeed- 
ing issues will contain instalments of the general survey 
as fast as the data can be compiled. E. C. 

RAILWAY COMMISSIONERS ON PUBLIC 
OWNERSHIP 

Somewhat over a year ago the National Association 
of Railway and Utility Commissioners in convention 



assembled appointed a committee "to consider a report 
at the next annual meeting on the question of public as 
contrasted with private ownership and operation of 
public utilities." The report of this conmiittee was 
recently made public.^ 

Its contents boil down to two propositions: (1) 
public ownership is coming whether we favor it or not 
and (2) it is inciunbent on the Association to study the 
question further. 

To prove the first proposition the committee makes a 
brief world-survey of the railroad situation. It finds 
that public ownership, whether national, state, district 
or municipal, is gradually replacing both regulated and 
unregulated private ownership. In countries at war, 
that is, where the state insists on a maximum of effort, 
the march in the direction of complete public control 
appears to be more rapid than in countries leading a 
normal existence. But the direction is clear in both 
cases. In GreaX Britain the state has taken over the 
telephone and telegraph under complete and inmie- 
diate control. The railways are still owned by private 
interests, but are operated as a unit by a committee 
of their general managers headed by a Cabinet minister 
under direct government orders. The owners are 
guaranteed against confiscation and receive a return 
based on earnings previous to the war. In France the 
privately owned lines are now in control of the govern- 
ment. Italy has also assumed complete control of 
even the few remaining lines. In Canada the Royal 

^ Report of Special Committee on Public Ownerahip* New York^ 1917, 
paper, pp. 88. 
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Commission appointed in 1916 to inquire into the 
whole railway problem has recommended 

"that practically all the railways in Canada, except the Canadian 
Pacific and the American lines, shall be turned over to a new corpora- 
tion ("The Dominion Railway Company") to be managed by a 
board of trustees appointed by the government. The government is 
to assume responsibility .... for the interest in the exist- 
ing securities of the transformed companies. The whole .... 
to be operated by the trustees as one imited system .... 
on account of and for the benefit of the people of Canada." 

In the United States, it is the opinion of the com- 
mittee "that we are now witnessing the eflfective forma- 
tion of a comprehensive national railway policy." 
The "Railroads' War Board" is carrying out the recom- 
mendations of the famous meeting of railroad operators 
of April 5, 1917, that "they .... co-ordinate 
their operations in a continental railway system merg- 
ing .... all their merely individual and com- 
petitive activities in the effort to produce a maximum 
of national transportation efficiency." 

In regard to this the committee remarks: 

During the period of the war they say. But why should we not 
have a maximum of national transportation efficiency in peace as 
well as war? A complete national railway system means, inevitably 
complete national railway control, for the country realizes more than 
ever that its railways are the arteries of its economic life and that 
their ultimate direction cannot be left in the hands of private owners, 
however high a calibre these owners may represent as men and 
citizens. 

The committee holds that government control will 
be forced upon the United States by the inevitability 
of higher rates under private control and by the con- 
siderations of military necessity. "The new national 
railway policy is rapidly assuming its first shape with- 
out government direction and control. " But, the re- 
port states, 

in spite of all the great savings already effected by the greater effi- 
ciency of the new system, and in spite of the much greater savings 
stiU possible, higher rates appear inevitable imless the government 
becomes the directing force and from national considerations takes 
its controlling part in the shaping of this new national railway policy. 
In the countries of Europe, whose railroad status we have merely 
touched upon in this report, military considerations have been the 
determining factor in the railway policies. It has always been 
pointed out by opponents of government ownership in the United 
States and in Canada that military considerations are no factors in 
the railroad question in North America. This was perhaps true 
prior to April 6, 1917, but it is true no longer. In the future the 
national government will keep constantly in mind the railroads* place 
as an all-important instrumentaUty for the country's defense; and 
this is another reason why the movement toward complete national 
control will continue. 

The report concludes with a recommendation that 
the Association "continue the study of these ques- 
tions through the instrumentality of a permanent 
committee." 



The scope of such a committee's duties is carefully 
detailed on the basis of the committee's previous in- 
vestigations. 

Our thought is that the committee should begin its study with the 
basic principles involved rather than with a few of the thousand 

aspects of the question Comparative statistics and 

critical analysis of the merits and demerits of public as compared 
with private ownership and operation would, we are convinced, be 
of no real and permanent value until the fundamentals are thor- 
oughly understood Without agreement as to the fun- 
damental relations between the public utilities and the people, the 
available pubUc utility statistics of the world cannot answer the ques- 
tion whether government ownership is or is not successful. .... 
We beheve that in the United States the final decision on the 
railroad public ownership argument will be made by the people not 
on any conclusion arrived from considerations of gross earnings or 
net earnings. The nation's policy must rest on much more im- 
portant fundamentals. 

A permanent committee was appointed to carry out 
these recommendations. E. C. 

MUNICIPAL OWNERSHIP FOR LOS ANGELES 

During the latter part of 1915 a Special Committee 
on Municipal Ownership of the City Club of Los Ange- 
les was appointed by its president, Francis B. Kellogg. 
The function of the committee was to collect and pub- 
lish information concerning the public ownership 
accomplishments of cities in other countries, the finan- 
cial status and attainments of Los Angeles in municipal 
ownership, also the actual and relative value of prop- 
erty devoted to public utility service and the annual 
cost of service rendered by government agencies and 
privately owned utility concerns. After a year of 
labor the committee made a report in the fall of 1916. 
A supplemental report was made in June, 1917. These 
two reiK)rts, largely the work of Charles K. Mohler, 
consulting engineer and chairman of committee, have 
been published by the City Club under a single cover. ^ 

The committee has taken its stand unreservedly in 
favor of ultimately complete municipal ownership of 
all public service utilities, and the report is, in fact, a 
brief for public ownership in Los Angeles. The posi- 
tion of the committee is clear: 

In general all functions of government such as tax collecting, the 
conduct of schools, policing and fire protection, construction and 
maintenance of highways, postal service, sewerage disposal, sanita- 
tion, public health, etc., were carried on at first as private enter- 
prises. It logically follows that government or municipal owner- 
ship will eventually include all such public service utilities as water, 
gas, electricity, telegraph, telephone, transportation, marketing, 
many features of recreation, amusement and other like enterprises. 

Let us state the case very plainly. If the city owned these 
utiUties at the present time we should be saving from one to two 

» Report on Government Ownership of Public Utility Service Undertak- 
ings, Prepaped by the Committee on Municipal Ownership of the City Club 
of Los Angeles. Los Angeles, 1917, paper, pp. 38. 
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million dollars annually to the consumers which now goes to the 
owners in profits. Not profits alone are to be considered. The 
removal of that amount of utility value from the field of political 
activity and pressure is one of the most important objects to accom- 
plish through municipal ownership. 

Our American cities have too long been run in the interests of the 
utility corporation and public work contractors. We continually 
hear the charge of ineflficiency in municipal administration and 
corruption and graft in the public service. These very evils, how- 
ever, are chargeable mostly to the pernicious influences just men- 
tioned, together with other selfish interests. 

America's democracy as exemplified in our cities must and will 
make good. Let us therefore take the lead, in so far as we may, 
in accomplishing this end, and give earnest consideration and effort 
to one of the most important factors in the accomplishment of this 
purx>ose, namely, the intelligent extension of municipal ownership 
of public utilities. 

Mr. Mohler has included in the committee's report 
a considerable amount of data on the comparative 
extent of municipal ownership in Great Britain, Ger- 
many and the United States. A survey of the fifty or 
so largest cities in these countries shows that Germany 
is well in the lead while the United States shows the 
smallest proportion of public plants. A summary of 
the figures is given in a table: 

Oimership of Three Leading Utilities 



Country 
Great Britain . . 

(xermany 

United States . . . 



No. of Water 
Cities No. P.C. 

50 89 78.0 
50 48 96.0 
5Q 49 87.5 



Gas 
No. P.C, 

21 42.0 

50 100.0 

1 1.8 



Electric 
No. P.C. 



Total 
No. P.C. 



44 88.0 104 69.3 

42 84.0 140 93.8 

7 12.5 57 38.9 



The report gives also some figures on the comparative 
bonded indebtedness of seven typical German and 
American cities, showing the relation in each case be- 
tween revenue and non-revenue producing undertak- 
ings. In the German cities 64 per cent of the total 
debt is in the productive and 35 per cent in the non-pro- 
ductive; while in the United States the percentages are 
reversed: 24 per cent and 75 per cent respectively. 

Interpreting the figures given, the committee says: 

Regardless of criticism and attacks directed at municipal owner- 
ship of utility undertakings, it can be only a matter of time until 
all service of this nature is taken over by the governing agencies. 
The results obtained in the larger cities of Great Britain and Ger- 
many have been so generally and eminently satisfactory that a retiun 
to private ownership is never advocated. The ownership of water 
supplies in American cities is universally accepted as correct and 
sound in principle and wholly desirable. Of the cities having over 
a hundred thousand population seven-eighths of them now own their 
water supplies, and none are returning to private ownership. On 
the contrary, some cities are spending large amounts to secure or 
extend municipal supplies. San Francisco and San Diego may be 
noted in this particular. 

The report gives a detailed survey of the extent of 
municipal undertakings in Los Angeles. The city has 
built and owns at present a street railway which it has 
leased to a private company to operate for a term of 



seven years with the right to terminate the contract on 
one year's notice. The private Los Angeles City Water 
Co. was acquired by the city in 1901 at a cost of $2,000,- 
000. Since then the city has taken most of the smaller 
water companies, although a few still do business. The 
gas supply is still in private hands in spite of a pro- 
tracted controversy. In the electric field the city has 
under construction a hydro-electric system which will 
eventually have a capacity equal to about one-half that 
of the private company plants doing business in the 
city. 

The committee recommends in regard to these utili- 
ties that 

all local service be taken over by the city, preferably in the following 
order: 1st, the completion of the purchase and the development of 
the required electric equipment for the entire city; 2d, complete the 
piut;hasing of all the remaining water companies; 8d, take over the 
entire equipment of the Los Angeles Gas and Electric Corporation; 
4th, take over the local transportation service; 5th, take over all of 
the terminals of the interstate raihroads in the city; 6th, extend the 
scope of municipal markets; 7th, establish municipal baths; 8th, 
establish municipal slaughter houses. 

Unlike most such investigations the report deals in 
some detail with the relation between private owner- 
ship and the politics of the community. It is the opin- 
ion of the committee that the privately owned public 
utility franchise and the public works contract are 
"among the most patent factors in the production of 
corrupt and inefficient service in our municipal govern- 
ments." "There has been rarely a notable case of 
municipal corruption and scandal in the country," 
says the report, "that has not had back of and involved 
with it, in a more or less direct way, franchise grants or 
public works contracts. " 

The committee goes in exhaustive detail into the per 
capita value and the cost per capita to the people of 
the diflferent kinds of public service under both public 
and private ownership. It appears that the total per 
capita value of public service property in Los Angeles 
is $934.85. Of this total $491.78 or 52.6 per cent is pri- 
vately owned outright; of the balance 29.6 percent is sub- 
ject to franchise grant for carrying on privately owned 
public utility service and 9.34 per cent more was created 
imder private contract (street paving, etc). A total of 
91.54 per cent is, thus, "the private interest influence 
in owning, controlling or creating public service prop- 
erty." The per capita cost of utility service to the 
people imder private ownership is reckoned as $88.22 
as over against $63.24 imder public ownership. 

These findings are made the basis for "dollars and 
cents reasons for extending government ownership." 
It is claimed that if all the public utility service were 
carried on as public enterprises, without profit, and 
money borrowed at 4J per cent (instead of 8 per cent, 
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the "fair return" on private capital), then the annual 
saving from this item alone would amount to $17.21 
per capita. Then, too, $13.41 per capita was spent for 
contract work. Figuring contractor's profit at 2 per 
cent the saving to the city, were the municipality itself 
the contractor and performed the service at cost, 
would be some $2.68 per capita. These two items of 
saving alone, it is held, would amount to a yearly total 
of some $9,945,000 to the city*s credit. Taking into 
consideration an estimated 19 per cent reduction in cost 
of service, in favor of public ownership, and a reduction 
of some 10 per cent from the eUmination of needless 
duplication and the lowering of overhead expense, 
there would be an annual saving according to the report 
of some $4,410,932 more. 

The conclusions of the committee are summed up as 
follows: 

We are definitely of the opinion that the complete ownership and 
operation of all public utility service imdertakings by the govern- 
ment should result in the following: 



Ist. Lowering the cost of service equivalent to over 17 per cent 
of the entire public service cost, or to nearly SO per cent of service 
rendered under present ownership. Again this saving should 
amount to more than the entire direct tax levy (116.5 per cent) at 
the present time. 

2d. Better service, through the elimination of duplicated prop- 
erty and service. 

3d. The removal from the political field, all of the activity and 
pressure now exerted through interest in, property owned and serv- 
ice rendered, by private ownership for profit, which has been and 
is responsible for such a large part of the corruption and graft con- 
duct of the government. 

4th. The united sentiment and support of the major portion of 
the citizens of the community, in an insistent demand for efficient 
and honest service by public officials and employees, in the interest 
of the general good, instead as now too often happens, in the interest 
of special privilege. 

5th. The relief of the press from the pressure and influence now 
exerted by the "System," in behalf of public works contractors and 
the public utility concerns. 

6th. The united interest and loyalty of the great majority of the 
citizens in the public service of all kinds, rendered for the benefit of 
aU. E. C. 



DIGESTS OF DECISIONS AND ORDERS OF RAILWAY AND 

UTILITIES COMMISSIONS 



Beginning with the October issue of last year 
^^The Utilities Magazine" is publishing the syllabi 
of the cases and digests of the orders issued by the 
regulating utility commissions of the United States 
including the Literstate Commerce Commission 
and the various state railway and public service 
commissions. In each case credit is given to the 
person who prepares the notes. All those who 
prepare the notes are members of the staff of the 
various commissions except where any business 
or occupation of the writer is stated. 

The following individuals have been designated 
to prepare the syllabi and digests for the commis- 
sions indicated: 

Charles H. Farrell, the Interstate Commerce Commission 
Atticus MuUin for the Alabama Public Service Commission 
F. A. Jones for the Arizona Corporation Commission 
Frederic O'Brien for the Raihroad Commission of California 
George R. Flannigan for the Public Utilities Commission of 

Colorado 
Louis G. Thompson for the Raihroad Commission of Florida 
J. P. Pope for the Public Utilities Commission of Idaho 
Harleigh H. Hartman for the Public Utilities Commission 

of Illinois 
Carl H. Mote for the Public Service Commission of In- 
diana 
Thomas H. Boylan and Howard S. Phelps for the Iowa 

Board of Raihroad Commissioners 
B. N. Gordon for the Kentucky Railroad Commission 
Henry Jastremski for the Railroad Conmiission of Louisiana 



William B. Skelton for the Public Utilities Commission of 

Maine 
E. H. Barber for the Massachusetts Board of Gas and 

Electric Light Conmiissioners 
Charles E. Mann for the Massachusetts Public Service 

Conmiission 
Thomas Yapp for the Minnesota Railroad and Warehouse 

Conmiission 
W. H. Bohling for the Missouri Public Service Commission 
Charles P. Cotter for the Public Service Commission of 

Montana 
Miss E. Eugenia Stone for the Public Service Commission 

of Nevada 
Miss Alma E. Nilson for the Public Service Commission of 

New Hampshire 
H. S. Clancy for the State Corporation Commission of New 

Mexico 
Louis Roth for the New York Public Service Commission — 

First District 
J. A. Little for the North Dakota Board of Raihroad 

Commissioners 
Henry G. Hodges, City Club of Cleveland, the Public 

Utilities Commission of Ohio 
Paul A. Walker for the Oklahoma Corporation Commission 
Clyde L. King, University of Pennsylvania, Railroad 

Commission of Oregon 
Miss Willie Fields for the Tennessee Railroad Commission 
Edward T. Paxton, University of Texas, Railroad Com- 
mission of Texas 
Neil D. Clawson for the Vermont Public Service Commission 
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J. Sydney Fitzgerald and Judson C. Dickennan for the 

Virginia State Corporation Commission 
J. H. Brown for the Public Service Commission of Wash- 
ington 
R. Dennis Steed for the Public Service Commission of 

West ^Hrginia 
Richard S. Ely for the Railroad Commission of Wisconsin 
H. A. Floyd for the Public Service Commission of Wyoming 
Also the Public Utilities Commission of District of Columbia 
Board of Public Utility Commissioners of New Jersey 

Other announcements will be made later as the 
list expands. Suggestions and assistance are 
solicited. It is hoped that this new department 
will correlate effectively through the Utilities 
Bureau itself a public body the work of aU these 
public service commissions. We have arranged 
the states alphabetically. 

ILLINOIS 

Public Utilities Commission 
Prepared for the Commission by Harleioh H. Hartman 

In the Matter op the Petition op the Public Service Com- 
pany OF Northern Illinois Re Franchise Dispute (No. 
6684) 
Rates — Discriminatory — Franchise Disputes. 

The Commission held that the practice of a utility company in 
charging higher rates in communities in which it was involved in 
franchise disputes with the local authorities than surrounding ter- 
ritory similarly situated, resulted in unreasonable discrimination 
against the locality in which the higher rate was charged. 
Rates — Electric — Discriminatory, 

The Commission held that the failure of a village board to renew 
the electrical franchise, in the absence of a showing of higher oper- 
ating expenses, does not justify the maintenance of higher rates in 
such locahty than are charged by the same utihty in comparable 
territory. 
Rates— Gas — Franchise — Profit Sharing Clause. 

The Commission held that a profit sharing clause, in a franchise, 
to take effect at a future date, does not justify a higher present rate 
than that charged by the same company in surrounding communities 
similarly situated, where no part of the gross receipts of the company 
is at present paid to the village. 

In the Matter of the Petition of the Central Illinois Utili- 

TIES Company Re Heating Service (No. 7027) 
Abandonment of Service — Heating, 

The Commission authorized the abandonment of service by a 
utility operating its heating system as an isolated plant not inter- 
connected with any other utility. The evidence showed that oper- 
ating expenses were greatly in excess of income; that the plant was in 
poor condition; and that it would be impractical to increase rates 
to an extent sufficient to put the service on a paying basis. Notice 
of the application to discontinue service had been served on all con- 
sumers and no objections were filed or appearances entered on behalf 
of the consimiers. 

In the Matter of the Petition of the Queen City Gas Com- 
pany Re Rates (No. 6986) 
Rates — Gas — Temporary to Meet Abnormal Expenses, 

The Illinois Commission authorized a gas utility to establish 
temporary rates to meet the increased cost of material, supplies and 



labor due to present abnormal conditions; where the company was 

economically managed and was supplying satisfactory service in a 

community ordinarily considered too small to maintain a gas plant, 

and operated in competition with a municipally owned lighting 

system. 

Return — Reward for Economic Management, 

Where it was shown that a utility was giving satisfactory service, 
that its relations with the citizens of the community served were ex- 
cellent, and that the utility had been able to exist in a small com- 
mimity because of economies exercised in its operation, the Com- 
mission authorized a temporary rate high compared to prices 
charged in other localities in the state. 
Facilities — Meter Oumership, 

As a matter of public policy, the Commission has held that the 
utility should own and install all meters at its own expense, and that 
meters should form a part of the plant. On account of peculiar 
conditions in the particular case, the Commission allowed the util- 
ity to temporarily continue privately owned meters in service. 

In the Matter op the Joint Petition op the Coles County 
Telephone and Telegraph Company and the Westfield- 
Kansab Telephone Company Re Certificate of Con- 
venience AND Necessity (Nob. 7280 and 7S18) 

Monopoly — Telephone — Invasion of Territory, 

Where, after repeated warning, a telephone utility failed to render 
adequate service, the Illinois Conunission authorized the entrance 
of a competing company into the territory served by the defaulting 
utility. 
Monopoly — Purchase of Controlling Interest — Invasion of Territory, 

The Commission held that the purchase of the controlling interest 
in the defaulting company did not entitle a competitor to receive 
a certificate to operate within the questioned territory, in case an 
invasion was permitted, where a third utility could more advan- 
tageously serve the community and where the service of such third 
utility was desired by the residents. 

In the Matter op the Petition op the Alton and Jackson- 
ville Railroad Company Re Discontinuance of Service 
(No. 7188) 
Discontinuing Service — Electric Railway, 

The Illinois Commission authorized abandonment of service and 
sale of equipment by an interurban railway operating through a 
comparatively unremunerative district between terminals ade- 
quately served by two steam railroads, on a showing that the inter- 
lurban was operated at a constant loss and there was little chance for 
it to acquire a paying traffic. The entire stock of the interurban 
had voted in favor of abandonment. 

In the Matter of the Complaint of William J. Hubbard, 
ET AL. V. Public Service Company op Northern Illinois 
AND Village of Maywood (No. 6696) 
Jurisdiction — Service — Street Lighting Ordinance, 

The Illinois Commission holds that it has no jurisdiction to in- 
dicate to a village board the number of street lights which it should 
install, nor power to dictate the terms of the franchise or permit 
which such board shall issue to the utility serving the village. 

In the Matter of the Petition of the Stark County Power 
Company and the Public Service Company of Northern 
Illinois Re Purchase and Sale (Nos. 6704 and 6705) 

Valiuxtion — Purchase and Sale — Rate Making, 

The Illinois Commission holds that valuation for sale purposes 
differs from that made as a basis for rate making. Capitalized 
earnings may be considered in the former but not in the latter cases. 
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Vdiwiion — Purchase and Sale — Future Rate Proceedings. 

Where the Commission permits a valuation for purchase and sale 
purposes which involves a consideration of capitalized earnings, it 
will take steps to guard against the inclusion of such elements of 
value in future rate proceedings. 
Purchase and Sale — Price — Capitalization, 

The Commission authorized the purchase and sale of the property 
in question at the amounts suggested, which was in excess of the 
physical value of the property, but declined to permit the inclusion 
of the entire sale price in the property accounts and in the capitali- 
zation of the purchasing utility. The company was required to 
amortize the difference between the fair value for purchase and sale 
purpose and the amount of the authorized purchase over a period of 
years. 

MASSACHUSETTS 

Board of Gas and Electric Light Commissioners 

Prepared for the Commission by Earl H. Barber 

Authorized. 

The Seekonk Electric Company: to take such lands, rights of way 
or easements, as may be necessary for a transmission line from a 
point on the Rhode Island state line to the station of the Attleboro 
Steam and Electric Company in Attleboro: it having been previously 
determined that the line is necessary for the public convenience, and 
that it is consistent with the public interest. 

According to the requirements of Section 6 of Chapter 417 of the 
Acts of 1903; the Boston Consolidated Gas Company to contract 
with the New England Fuel and Transportation Company for the 
purchase of unpurified gas at a price of 29 § cents per thousand 
cubic feet, in accordance with a contract dated September 27, 1917. 

Determined. 

In the matter of establishing a calorific standard for gas under the 
provisions of Chap. 167 of the Acts of 1916: that 528 B. T. U. a 
cubic foot be required of gas supplied to consumers by gas com- 
panies and municipal lighting plants on and after January 1, 1918. 
(This figure of 528 B. T. U. a cubic foot represents "an actual 
minimum below which the heat value of the gas should never go," 
according to the requirements of the statute, in this respect differing 
from the standards prevailing in most other jurisdictions and which 
are expressed in terms of a monthly average.) 

This determination is made under the authority of the above act, 
passed in 1916 upon the recommendation of the Board. It was an- 
nounced in a statement read at the hearing on December 4, 1917. 
In making the announcement the Board reviewed the large scale 
experiments conducted by the Gas Inspection Division during the 
past year, the general principles which are involved, and the special 
considerations caused by the entrance of the United States into the 
great war. 

MISSOURI 

Public Service Commission 

Prepared for the Commission by W. H. Bohlino 

In the Matter op the Complaint op James M. Mooney v. 
Missouri Southern Railroad Company 

Case No. 1199 
Submitted May 16, 1917. Decided July 6, 1917» 

1. Service: Railroads: Duty to render: Spur tracks, A railroad, 
constructed primarily to serve its owners in the timber business, b 
held to the duties and liabilities of a common carrier in the operation 

^ Motion for rehearing overruled July 24, 1917. 



of industrial spur tracks, considered a part of the system in valuation 
proceedings to establish just and reasonable rates, to the extent 
indicated in tariffs filed with this Commission naming rates over 
said railroad. 

2. Rates: Filing of tariffs: Effect of. The fiUng of rate tariffs 
with this Commission is not equivalent to an approval of the rates 
named therein by the Conmiission. 

3. Rates: Railroads: Just and reasonable: Estoppel: Effect of 
contract upon. The existence of a contract between a shipper and a 
railroad for the application of certain railroad rates does not estop 
the shipper from complaining of the unlawfulness and unreasonable- 
ness of said rates, as unlawful charges cannot be justified by private 
agreement. 

4. Rates: Railroads: Long and short haul: Effect of cost of spur 
track service. The higher cost of moving shipments over industrial 
tracks than over the main line of a railroad does not justify rates 
thereover resulting in a higher charge for movements of like ship- 
ments the same or a greater distance over the same railroad. 

5. Discrimination: Railroads: Rates: Long and short haul: 
Effect of spur track movement. The addition of an arbitrary charge 
($7.50 per car) for movement of shipments over industrial spur tracks 
to the regular mileage rates for the movement over the main line 
tracks is unlawful, although said arbitrary charge is less than the 
mileage rate applicable for movements of such distances only, to the 
extent the addition of said arbitrary results in a charge in excess of 
the regular mileage rates for the movement of like shipments the 
same or a greater distance over any portion of the railroad, as such 
industrial spur tracks are to be treated the same as other parts of the 
railroad in the application of freight rates upon traflBc legally moving 
thereover. 

In the Matter op the Complaint of Joseph Poettgen, Mayor 
OP THE Town of Freeburg et al. v. Chicago, Rock Island 
AND Pacific Railway Company, and Jacob M. Dickinson, 
Receiver 

Case. No. 1178 
Submitted May 16, 1917. Decided May 25, 1917 

1. Service: Railroads: Passenger: Train stops, A regular flag stop 
of certain through passenger trains, now stopping on flag for the 
accommodation of certain passengers only, is considered a public 
convenience and necessity at a station of 500 inhabitants, situated 
in a good agricultural and stock country, serving as the railroad 
center for two county seat towns and transmitting a greater volimie 
of passenger business than towns of like size along defendant's 
line of railroad. 

2. Service: Railroads: Train stops: Effect of order. The defense 
that the granting of a request for given train stops might lead to the 
sustaining of future similar requests from like towns, and result in 
serious interference with time schedules, is of no avail, as the Com- 
mission refrains from expressing itself upon issues which may arise 
infuturo. 

In the Matter op the Application of the Mississippi River 
AND Bonne Terre Railway for an Order Authorizino 
Publication op Demurrage Tarrifps Appucable on Mis- 
souri State Traffic on Less than Statutory Notice 

Case No. 1262 
Submitted June 18, 1917. Decided June 18, 1917 

1. Rates: Railroads: Demurrage charges. Additional temporary 
demurrage charges of $1 per car for the first five days after the ex- 
piration of free time and $4 per day for each additional day there- 
after, are permitted. 
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In the MATTiai of the Complaint op S. L. Culler, B. F. Hack- 
woBTH, Frank C. Payne and R. A. Knapp fob and on Be- 

HALF OF the UnITED COMMERCIAL TRAVELERS OF AMERICA 

V. Missouri Southern Railroad Company, and B. F. Bush, 
Receiver 

Case No. 1122 

Submitted May 16, 1917. Decided June 26, 1917 

1. Service: Railroads: Passenger: Time schedtdes: Connections 
at junction points. The operation of an existing mixed train upon a 
proposed schedule so as to make connection with another carrier 
at a junction point for better through passenger and mail service is 
not ordered where, after test, the business to be transacted by such 
mixed train prevents it from making the connection with any de- 
gree of certainty and adequate service may be afforded through 
other methods. 

2. Service: Railroads: Passenger: Additional trains: Connection 
at junction points: Affected by return. The operation of a train 
devoted to passenger, mail and express service that suitable con- 
nections with another carrier might be had at a junction point is not 
ordered where the cost of such train would be greatly in excess of the 
gross income therefrom and solution of the difficulty may be had 
through other methods. 

8. Service: Railroads: Passenger: Connection at junction points: 
Time schedtdes. A common carrier is directed to transfer sufficient 
freight and switching work from an existing mixed train to an extra 
freight train, operating on an average of three days each week, so as 
to enable such mixed train to make connection with another carrier 
(agreeing to hold its train ten minutes for the connection) at a 
junction point on Mondays, Wednesdays and Fridays for the ac- 
conunodation of through passengers and mail service. 

In the Matter op Suspension and Investigation op Rates on 
Clay prom Dickey's Clay Spur, Missouri, to Deepwater, 
Missouri, AND Coal prom Eaton's Spur, Missoxtri, to Deep- 
water, MiSSOXTRI, AND INTERMEDIATE PoiNTS AS ShOWN IN 

Kansas City, Clinton & Sprinopield Railway Company's 
Freight Tarifp, No. 21, P. S. C. Mo. No. SO 

Case No. 1166 
Submitted May 28, 1917. Decided June 26, 1917 

1. Rates: Railroads: Increase: Specific commodities: Coal. 
Proposed increased rates on coal in carloads from 1 cent to 1^ 
cents per 100 lbs., of general application but of use only on ship- 
ments three miles in length by complainant, are considered justified 
in view of the absence of a rate so low as 1 cent per 100 lbs. between 
other points within the state and absence of evidence as to the un- 
reasonableness of the proposed rates. 

2. Rates: Railroads: Increase: Specific: commodities: Clay. 
Proposed increased rates on clay in carloads from 1 cent to 1} cents 
per 100 lbs., appUcable on shipments of complainant for a distance 
of approximately six miles, considering the volume of the traffic 
(averaging 115 cars monthly) and the fact that the rate is specific, 
are considered not justified to the extent requested and a rate of 1} 
cents per 100 lbs. is prescribed. 

In the Matter op the Suspension and Investigation op Sched- 
ules AND Taripp Naming New Individual and Joint Rates 
AND Charges in Governing the Movement op Sand, etc., 
between Points in the State op Missouri 

Case No. 1206 
Decided July 2, 1917 

1. Practice: Rate increase: Raising of suspension proceedings. 
Suspension proceeding, staying the implication of advance rates 



on sand, are raised upon condition, agreed to by interested parties* 
that the effective date of the proposed advances be postponed to an 
agreed date. 

NEVADA 

Public Service Commission 
Prepared for the Commission by Miss £. Eugenia Stone 

Digest op Case U-IOS 

After two hearings, this case was given further rehearing and came 
up in Carson City, Nevada, on May 9, this year. 

The matters complained of are chiefly those of rates. Complain- 
ants alleged that the maximum allowance of 8,000 gallons per month 
under the minimum of $2.50 was insufficient for the average house 
and lawn in the town of Elko; that during certain seasons the water 
was turbid; that the service was inadequate and the pressure for fire 
protection insufficient. An order was made February 19, 1917, 
which covered these various points, fixing certain rates and ordering 
increases in supply and pressure. The respondent company peti- 
tioned for rehearing, alleging that the rates as fixed were too low to 
afford it reasonable revenues. 

Upon the rehearing, the Commission held that the maximum al- 
lowance at the minumim rate should be increased from 8,000 to 10,- 
000 and fixed the rate for consumers with single tap and no other 
conveniences at $1.00 per month; for consmners with four-room 
house without sewer connections at $1.75; with five-room house or 
larger, without sewer connections, at $2.00; while houses having 
such connections were to be charged $2.50. The maximum allow- 
ance fixed, — 10,000, — ^is under the $2.50 minimum. These rates are 
upon a raised basis. Commercial rates were not changed and cer- 
tain rates for contractors' work were established. The order was to 
become effective November 1, 1917. 

OHIO 

Public Utilities Commission 
Prepared by H. G. Hodges 

No. 635 
The Mauntler Bbos. Company 

V. 

Village of Elmore, Ohio 
Decided December 4, 1917 

This 13 a rate case to determine the price at which The Maimtler 
Brothers Company should furnish natural gas to the resident con- 
sumers of the Village of Elmore, Ohio. The Village Council had, 
by ordinance, fixed a rate of 50 cents per thousand cubic feet. 
From this rate the Company appealed to the Commission. 

The Commission decided that the 50 cent rate was unreasonable 
and fixed the reasonable rate at 80 cents, with a 5 cent discount for 
payment by the tenth of the month following presentation of bill; 
and a min imum charge of 75 cents. It was also ordered that the 
Company refund any differences, between the charged rate and 
the ordered rate, accruing while the rate was in litigation. 



No. 10S7 
North Western Ohio Light Company 

Corporation op Ottawa, Ohio 

This is an appeal to the Ohio Utilities Commission, by the North 
Western Ohio light Company, against an ordinance passed by the 
Council of Ottawa, fixing the rates, etc., of current furnished by the 
aforesaid company. 
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The ordinance seems to have been put together in an extremely 
unbelievable fashion. The Company, in its plea to the Commission, 
states that "the terms and provisions of the said ordinance are in- 
consistent with each other, contradictory, retroactive, inherently 
defective, incapable of being complied with in practice, illegal and 
unfair." It is only fair to the Company to say that the ordinance 
has most of these defects. 

On account of the many causes for litigation which might come 
up, even after an appraisal had been made, the Commission de- 
clined to proceed with the investigation unless the Corporation of 
Ottawa should first carry the case to the Supreme Court for review 
to determine its validity. 

OEXAHOMA 

Corporation Commission of Oklahoma 

Prepared for the Commission by Paul A. Walkeb 

I. Transportation Companies 

Railroad Companies 

By Order No. 1838, issued in Cause No. S118, Sam WUkinson 
d d. V. Missouri Pacific Railroad Co,, the Commission required the 
extension of Pullman car service to Wagoner, Oklahoma, for the 
acconunodation of citizens of Oklahoma. This service had hereto- 
fore been operated between Kansas City, Missouri and Coffeyville, 
Kansas. 

By Order No. 1352, issued in Cause No. 3153, Ckilton et al. v. 
Missouri, Kansas and Texas Railway Company, the Commission 
gave the railway company until Jime 1, 1918 to complete a depot 
building, which it had agreed to build at the town of Oneta. 

In Cause No. 3146, Order No. 1351, in re information of Wm. D. 
Matthem v. C. R. I. & P. Ry, Co., and M, K. & T. Ry. Co., and its 
receiver, the Commission assessed a fine against the latter company 
and its receiver for failure to keep the depot at McAlester in a clean 
and sanitary condition. The Conunission stated: 

"It b their duty (the carriers) to give service and to provide 
decent accommodations for the traveling public at all times and at 
all hazards. The pubHc have a right to expect that these things 
which affect health and decency shall be looked after, and there is 
all the more reason that this should be done during war times, when 
the health and morale of our people are even more important than 
in peace times. 

"Cleanliness and sanitation are among the first precepts taught 
the soldier and the railway company which neglects these things is 
not only violating the law and the Commission's orders, but is allow- 
ing a condition indicative of inefficiency, incompetency and mis- 
management and is increasing the demand that the control and 
management of the roads be taken away from those in whose hands 
they now are. 

"Defendants state that they have taken steps to relieve condi- 
tions complained of and to avoid their recurrence. This is what 
the Commission is more concerned about than in the collection of 
fines. It much prefers that the money which could be collected in 
fines go into the improvement of service by the railways. The 
penalty, therefore, will be as light as is consistent with the idea 
that the fine assessed herein shall serve as a reminder that the con- 
ditions complained of cannot exist and must not recur. 

"Wherefore the premises considered and the Commission being 
advised, it is therefore considered, ordered and adjudged that the 
defendants, the Missouri, Kansas & Texas Railway Company and 
its receiver, Chas. Schaff, be held guilty of violation of Commission's 
order No. 4 and that fine be assessed against them for violation of 
said order in the sum of Fifty Dollars ($50.00) and costs of this 
proceeding. 

"For all of which let execution issue." 



Sir eel Railway Companies 
In Cause No. 8122, Order No. 1849, HiUman et al. v. Oklahoma 
Railway Company, the Commission ordered the defendants to install 
direct service to the State Capitol. 

Express Companies 

In Cause No. 8040, Order No. 1841, PruiU v. Wells Fargo and 
Company, the Commission denied the appHcation of citizens of 
Shady Point and Calhoun to require the express company to install 
service on the Poteau Valley Railroad, a short line operating 
between these points, a distance of about seven miles. The 
Commission foimd that the revenue which could be antici- 
pated from this service would be insufficient to pay for the cost 
thereof. 

In Cause No. 8090, Order No. 1840, the Commission prescribed 
rules to govern the shipment of rabies infected dog heads, etc., to 
the laboratory of the State Board of Health. 

n. Gas Companies 

Qas Distribiding Companies 

In Cause No. 8115, Order No. 1886, West v. Oklahoma Oas and 
Electric Company, the Commission ordered extension of service, 
where the revenue to be expected was small and where the likelihood 
of immediate development is uncertain, that the extension be made 
upon complainant putting up sufficient deposit to guarantee the 
company against loss. 

In Cause No. 8188, Order No. 1842, Baughman et al. v. Oklahoma 
Oas and Electric Company, the Commission ordered the company 
to extend its line so aa to be able to give service to five houses, even 
though the return is estimated at only 5.6 per cent on the cost of the 
extension, where it was shown that other houses are likely to be built 
in the immediate future in the locality of the houses owned by com- 
plainants. 

In Cause No. 8189, Order No. 1488, MacThwaiU Oil and Gas 
Company v. American Oil and Refining Company, the Commission 
ordered the defendant, a pipe line company, to sell gas at six (6) 
cents per 1,000 cubic feet to the complainant, a distributing com- 
pany in the city of Ada, at the same rate gas is sold to industrial 
consumers in and near the city of Ada. The Commission had no 
evidence before it upon which to determine the reasonableness of 
the charge, but stated that the six-cent rate should govern until 
such time as evidence was introduced to show the reasonableness 
or unreasonableness of this rate. 

In Cause No. 8142, Order No. 1844, E. E. Blair et al. v. Schaffer 
County Gas Company et al., the Commission, where it was shown 
that complainants were about to be cut off from a supply of natural 
gas, ordered the defendant, who had undertaken the obligation of 
furnishing gas to complainants, to continue service until permission 
should be granted by the Commission, upon application and showing* 
to be relieved from this service. 

In Cause No. 2605, Order No. 1858, in re appHcation of Grand 
River Gas Company, the Commission permitted the applicant to 
remove its plant and its pipe lines from the town of Locust Grove, 
where it was shown that the supply of natural gas had become ex- 
hausted, upon the company first giving bond to refund to its patrons 
in the town of Locust Grove the expenses they had been put to in 
piping and equiping their residences and buildings for gas. The 
Commission foimd that the expenses of extending a pipe line to an 
additional supply of gas would be prohibitive, but that the com- 
pany was under obligation to make good losses to its patrons because 
it had held itself out as being able to furnish adequate supply 
of natural gas. 
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In Cause No. 3138, Order No, 1346, in re application of the 
Western Oklahoma Gas and Fuel Company, the Commission per- 
mitted the company to increase its rate for domestic use from twenty- 
five cents (25c.) to thirty-five cents (35c.) per 1,000 cubic feet, in the 
towns of Duncan and Marlow, where it was shown that the weUs 
from which the company had originally seciured its supply were 
becoming depleted and that it would be necessary to secure gas for 
distributing at an increased cost. 

Gas Cansenation 

In Order No. 1345 issued in Cause No. 3111, in re application of 
the Magnolia Petroleum Company, the Commission required the 
company to install back pressure regulators, or checking devises, at 
wells in order to prevent the appUcation of vacuum on the wells. 
Also permission was granted to operate a compresser plant for the 
manufacture of casing head gasoline and to use gas from surroimding 
wells. 

Wateb Companies 

In Cause No. 3180, Order No. 1350, Mills, receiver for the Fort 
Smith and Western Railroad Company, and the Weleetka Compress 
Company v. Crystal Ice and Utilities Company and C. A. Parrisk, 
the Commission required the defendants to continue water service 
until a hearing can be had to determine a controversy between the 
parties, concerning the rates to be charged for such service. 

Anti-Tbust Laws 

In Cause No. 3156, Order No. 1347, in re appHcation of the Okla- 
homa Operating Company of Oklahoma City for permission to 
advance rates and charges for laimdry work, the Conmiission dis- 
missed the case for the reason that no showing was made as to 
whether or not the company is making or losing money at the present 
rates. The Commission held that inasmuch as it had heretofore 
exercised jurisdiction over this company, under the Anti-Trust Act, 
and had issued an order to make the company make application to 
increase rates, before doing so, that the company must be governed 
by the same principles applicable to utilities in making application 
to increase rates, and that it must set up facts to show the cost of 
service and the returns from its business, before it can expect serious 
consideration of its appUcation to increase rates. 

WISCONSIN 

Wisconsin Railroad Commission 

Prepared for the Commission by Richabd S. Ely 

Commission News in General 

Telephone rural rates — Zone system. The following paragraphs 
from one of the Madison local papers, are of interest in the foregoing 
connection and appear to cover the situation: 

"Although no date has been set for the holding of the hearing 
of the petition of the Wisconsin Telephone Co. for a revision of 
its rate plan to have charges for rural lines based on a zone sys- 
tem, the Railroad Commission is conducting a rigid investigation 
of the matter. 

"The questions most considered are whether any zone system of 
rates for rural subscribers can be equitable, and if it can't, what basis 
of rates is to be chosen. 

"In order to bring the matter to the attention of the public of 
the state, a circular has been mailed to papers throughout the 
state." 

The matters involved relate only to rates for rural subscribers and 
do not affect the rates within cities and viUages. 



OPINIONS AND DECISIONS OF THE COMMISSION* 
Gas Rates 

In re AppL Beaver Dam Fuel & Lt, Co, to Increase Rates, Novem- 
ber 28. Applicant's rates range from $1.30 net per M. cu. ft. for the 
first 2,500 cu. ft. a month to 90 cents net for over 40,000 cu. ft. Be- 
cause of greatly increased costs of coke, coal, oil and labor, applicant 
desires to increase its rates 30 cents and 5 cents a thousand respec- 
tively, for the first three steps, and for the last step in its schedule, 
the increase being only approximately as stated for the third and 
fourth steps which are reduced in the application to 30,000 and S5-, 
000 cu. ft. respectively. Applicant also desires to establish a mini- 
mum charge of 50 cents net. During the eight and a half years of 
its existence, applicant has been able to earn only about 5 per cent 
on the average yearly reproduction cost of its operating property. 

Held: That while the application as filed is not strictly an appeal 
for temporary relief under the emergency section of the Public 
Utihty Law (Sec. 1797M-99), under the circumstances it virtually 
amounts to that; that the rapid climb in prices of both material and 
labor during recent months has constituted a serious emergency in 
the production and distribution of gas, and that with world condi- 
tions so abnormal and in such a state of flux as at present, it is im- 
practicable, if not impossible, to devise a schedule that may not soon 
work an injustice to either utility or consumer; that so considered 
the application should be granted, in view of applicant's revenues 
and expenses, and the return heretofore secured by it, taken not as 
representing a fair return, but merely as being on a level with average 
past performance, and as satisfying the purpose of the present in- 
vestigation; that while usually graduated minimum charges should 
be established, under the circumstances of the present case a uni- 
form minimum charge, as requested, should be permitted, the estab- 
Hshment of a more equitable schedule in that respect being deferred 
until a time when conditions shall have become more nearly normal. 
Application granted. The rates authorized are to continue effective 
for gas billed on account of meter readings taken up to June 30, 1918. 
They are then to be discontinued and the schedule in force Novem- 
ber 1, 1917, restored, unless otherwise ordered by the Commission, 
which retains jmisdiction to alter, amend or revoke its order herein 
at any time. 

In connection with the amount of return to be allowed in an appli- 
cation for temporary emergency relief, the following extract from the 
decision should be of interest: 

"As has been pointed out above, the company has been able to 
earn during the eight and a half years of its existence only about 5 
per cent on the average yearly reproduction cost of its operating 
property. This of course is by no means considered as constituting 
a fair return upon its investment if it has used energy in building up 
its business, and due care in keeping its operating expenses at the 
lowest point consistent with efficient service, and it does not appear 
that such energy and care has not been exercised. 

"The appeal in this case, however, is virtually for relief only from 
the abnormal and unavoidable increase in operating expense that the 
company is at present experiencing and not, as we understand it, 
from all the elements that in the past have operated to prevent the 
enterprise from being entirely successful. Therefore, in placing the 
fixed charges at $7,600, as indicated in Table V, we have included 
allowance for depreciation and interest at 7 per cent [2 per cent for 
depreciation, 5 per cent for interest] on $96,000, the average repro- 

^The period covered is from November 15 to December 15. The digests 
given are of such opinions and decisions as seem to contain matter of general 
interest, though the digests given do not purport in every case to be exhaus- 
tive. Other decisions issued by the Conmiisaion during the above period 
relate to the following subjects: Electric rates; telephone rates; express 
service; train service, station facilities, and extension of water mains. 
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ducUon cost for the year as estimated in the light of probable exten- 
sions, not as representing our ideas of what constitutes a fair return, 
but merely as being on a level with the average performance of the 
company in the past, and so satisfying the purpose of this investi- 
gation." 

In re Aj>pl. Waukesha 0. <fe E. Co. to Increase Rates, November 
28. Applicant's present rates range from $1.80 per M. cu. ft. for 
the first 10,000 cu. ft. per month to 60 cents per M. cu. ft. for all over 
400,000 cu. ft. a month, all subject to a discount of 10 cents per M. 
cu. ft. for prompt payment. Applicant's schedule also includes 
minimum charges, which, however, it is not proposed to change. 
Because of the increased cost of coal, other operating supplies, and 
of labor, applicant asks to put into effect a schedule of rates ranging 
from $1.45 for the first 10,000 cu. ft. to 95 cents for over 100,000 cu. 
ft., all subject to the present discount. The application eliminates 
the last two steps in the present schedule. In view of the reasons 
advanced for the proposed increases, and in view of the present con- 
ditions, in genera], and more particularly as affecting the gas indus- 
try, the proceeding necessarily partakes of the nature of an emer- 
gency application for temporary relief. Consideration of appli- 
cant's revenues and expenses for the last four fiscal years shows a 
return for the year ended June 80, 1917, on an assumed fair value, of 
2.09 per cent as compared with a return for the three preceding 
years averaging well over 7 per cent, though in all the above cases 
the allowance for depreciation is approximately half of what is 
usually considered necessary. 

Held: That since conditions as to coal prices and gas yield per 
pound of coal have been somewhat less favorable for applicant during 
the i>ast July to October, inclusive, than during the year ended June 
30, 1917, any relief indicated by such year is not unreasonable under 
present conditions, due allowance being made for relief afforded by 
sale of residuals; that increased earnings from the sale of tar and 
ammonia will apparently be so slight as to accomplish little in the 
way of offsetting increased production expense; that the application 
of normal coke prices, however, for applicant under present condi- 
tions to the past fiscal year's business, together with an adequate 
allowance for depreciation for such year, results in a gross income of 
3.544 per cent on the assiuned fair value; that in order for applicant 
to secure a return of 7 per cent, on the foregoing basis, an increase of 
13.9 cents per M. cu. ft. sold above the revenue for the past fiscal 
year would be necessary; that as regards the estimated relief which 
added sales in the first steps of the schedule will afford dining the 
current year, consideration may well be given to the fact that appli- 
cant for some time has been earning an inadequate return on its gas 
plant, that it has been operating for the greater part of the year 
under conditions which may be held to constitute an emergency, 
and that the relief involved by an average increase of 13.9 cents per 
M. cu. ft. makes no provision for recouping losses already incurred; 
that the relief" which will be obtained by applying an increased rate 
on large blocks of consumption will not in all probability be enough 
to offset increases in expenses not fidly felt in the last year; that 
under all the circumstances an increase of approximately the amount 
stated ccxistitutes a fair measure of emergency relief for applicant; 
and that in view of the fact that certain large industrial business is 
doing little, if any more, under present conditions, than meeting the 
out-of-pocket cost of carrying it, and that the greater part of the in- 
creased expenses which must be considered in passing upon the neces- 
sity for relief, are output expenses, whatever increases in rates are 
necessary should be applied at least as heavily on large as on small 
consimiption; that in view of the fact that the increase authorized 
is only temporary, it is inadvisable to alter the steps of the present 
schedule, with the exception of eliminating the last step dining the 
effectiveness of the present order. 



Order: Applicant is to temporarily discontinue its present gas 
schedule and substitute therefor the rates specified, which range 
from $1.45 per M. cu. ft. for the first 10,000 cu. ft. per month, to 80 
cents for all over 200,000 cu. ft., all subject to a discount of 10 
cents a thousand for prompt payment. The rates authorized are to 
be effective for gas billed on account of meter readings taken up to 
and including June 30, 1918, when they are to be discontinued and 
the schedule in force November 1, 1917, restored, unless otherwise 
ordered by the Commission, which retains jurisdiction to alter, 
amend or revoke its order herein at any time. 

Heating Rates 

In re Aj>pl, Wis. P. L. <fe H. Co. to Increase Heating Rates at Berlin. 
December 14. Emergency application under Sec. 179M-99 to put 
in a schedule of increased rates involving increases from 20 cents to 
25 cents per heating season per sq. ft. of radiation, and also a dif- 
ferent schedule of rates for hot water boilers, the present rates rang- 
ing from $10 to $8 respectively per season for 30 gallon boilers with 
10 ft. and 20 ft. respectively of one-inch pipe, to $23 for a 100 gallon 
boiler with 40 ft. of one-inch pipe, the rate applied for being $12.50 
per season for the first 30 gallons of boiler capacity and 25 cents per 
season for each gallon over 30. 

Held: That an emergency exists necessitating some adjustment 
in the rate schedule, and that the application should be granted; 
that the cost of fuel and labor, two of the factors influencing the cost 
of heating service, have increased materially; that the effect of the 
increase in the price of coal, as well as the decrease in quality, has 
been to change the cost of heat units so that the cost of hot water 
has increased at a slightly greater rate due to the fact that some effi- 
ciency is lost in the operation of the power plants with coal of poorer 
quality; and that the experience of the utility under normal con- 
ditions and under conditions now existing shows an increase in the 
cost of heating under present conditions as compared with the year 
ended June 30, 1917, of between five and seven cents per square foot 
of radiation. Application granted. Rates as fixed are to be effec- 
tive until the end of the present heating season, June 15, 1918, unless 
otherwise modified by the Commission which retains jurisdiction to 
make such revision as may become advisible because of changes in 
operating expenses or for other reasons, at any time. 

The plant involved is a joint one (electric and heating), and the 
foUowing paragraph from the opinion is considered as possibly of 
interest in connection with the accounting procedure followed: 

''An examination of the Boiler Plant expense apportionment ac- 
count, as reported for the year ended June 30, 1917, shows that the 
total boiler plant expenses were apportioned between electric gen- 
eration and heating on the basis of each month's earnings during the 
heating season. An apportionment of this kind has a tendency to 
show a profit in each department of the business due to this smooth- 
ing out of the expenses on the earning basis. . . . In view of the 
local conditions at Berlin we have taken the following view of the 
heating utility which is operated in connection with an electric 
plant. The heating department is considered an auxiliary, installed 
for the purpose of utilizing heat which would otherwise be wasted, 
and hence is charged only with the difference in cost of the operation 
of the combined plant and the cost of operating the electric plant 
only. Under this method of apportioning expenses the electric de- 
partment is charged only with the cost of opertaing separately under 
the most favorable conditions while the heating department, which 
is assessed the balance of operating costs, is enabled to operate at a 
much lower cost than it would if operated separately from the electric 
department. An analysis as outlined above increases the propor- 
tionate charge to the heating department by about 5 per cent over 
the figures reported for the year ended June 30, 1917." 
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Railroadb 

Rates 

In re C. & N. W*8 AbiorpHon of SwUcking Fee on lAoe Stock in 
Milwaukee. November 28. An increase in Milwaukee from $10 to 
$15 per car as the minimum down to which connecting lines' switch- 
ing charges will be absorbed, is opposed by the Milwaukee Live 
Stock Exchange in so far as the increase affects shipments of live 
stock. Applicant contends, among other things, that the absorp- 
tion of switching charges down to a net revenue of $10 per car in con- 
nection with shipments of live stock to or from Milwaukee is a dis- 
crimination against other points in "^^^sconsin where the absorption 
is down to a net revenue of $15 per car; that on the basis of cost 
alone, the railroad company should not be required to absorb below 
$15 per car, and that an absorption down to $10 per car on live stock 
with an absorption down to $15 on other commodities at Milwaukee, 
could not be defended and would lead to complaint from shippers of 
other commodities. Objector contends, among other things, that, 
notwithstanding the increase in reciprocal switching charges of the 
C. M. & St. P. Ry. Co. on other commodities at Milwaukee, the 
charge of $2 per car for switching live stock to and from the Milwau- 
kee Stock Yards has not been changed; and that, therefore, there 
appears to be no reason why the C. & N. W. Ry. Co. should make 
any change affecting its absorption of the charges on shipments of 
live stock at Milwaukee. The minimum down to which connecting 
Hues' switching charges will be absorbed is generaUy fixed by rail- 
roads in the state at $15 for local shipments and $20 for joint ship- 
ments. Rate permitted. 

The decision is of interest, among other reasons, for its recognition 
of the abnormal conditions confronting the carriers, as well as for its 
discussion of an absorption minimum. The opinion states in part: 

"As stated above, railroads usually provide for the 'absorption,' 
that is, the inclusion of 'reciprocal switching' charges or some part 
thereof, in regular transportation charges that amount to or exceed 
a certain sum, so that the rate to and from the transfer point covers 
also the service beyond that point to and from industries on another 
railroad. The amount fixed that must remain after deduction of 
switching charges is necessarily a more or less arbitrary sum than is 
intended to meet what is believed to be general average conditions. 
In most cases where charges, regulations, etc. are fixed in this mat- 
ter, especially when the application is within an extensive territory, 
there are likely to be exceptional conditions at some points, or in 
connection with some particular traffic where the charges, regula- 
tions, etc. may appear unjust. However, if it is admitted that there 
\a a limit below which a railroad cannot reasonably be expected to 
reduce its earnings by the absorption of switching charges, there 
seems to be no good reason why that limit should not be generaUy 
imiform imder substantially similar conditions; that there is such a 
limit seems dear from the fact that there are rates and minimum 
weights on certain single line traffic that would leave nothing after 
payment or absorption of switching charges at point of origin or 
destination." 

"The Chicago, Milwaukee k St. Paul Railway Company charge 
for switching live stock between the li^waukee Stock Yards and the 
Chicago k N. W. Ry. Co. has not been changed, but remains $2 per 
car, so that the latter will not suffer any loss in its revenues from a 
continuance of the practice of absorption that it has not suffered in 
the past; nevertheless what may have been considered a more or 
less insignificant loss in the past may, under existing abnormal con- 
ditions, be considered important. It is well known that heavy in- 
creases in railroad operation are taking place and that carriers insist 
upon the need of increased revenues. Under these circumstances, 
this Commission does not feel warranted in refusing to grant them 
whatever relief may reasonably be expected. The present value of 



live stock is greatly in excess qf its value in the past. We believe 
that the small additional charge that live stock will have to bear if the 
proposed change in the absorption rule at Milwaukee becomes effec- 
tive will not retard its movement to, and sale at that point. For 
these reasons It is our determination that the change should now be 
permitted. However, when conditions return to a normal state, if 
it is found that the change herein, if then in force, works a hardship 
or an injustice to the live stock industry affected thereby, we will 
make another investigation on receipt of complaint from any inter- 
ested party." 

Service 

In re Provision of Drinking Cups by Railroads, November 24. 
Section 1416-18m of the "Wisconsin Statutes provides: 

"1. No railroad car in which any passenger is permitted to ride 
for more than ten miles of continuous passage in one general direc- 
tion shall be operated unless there is provided for every passenger 
therein at all times during such operation, opportimity to obtain a 
paper drinking cup not theretofore used by any person, free of charge." 
After the passage of the law involved, signs were placed upon the 
water coolers or just above, to the effect that drinking cups would be 
given to passengers on request. In the case of the C. M. & St. P. Ry. 
Co. vending machines are also installed in the coaches, and the signs 
are supposed to be himg on a hook, removed when the car leaves the 
state and replaced when the car again enters the state. The ma- 
chines in question often become locked by the use of slugs, and com- 
plaint has been made- that members of the train crew have refused 
to supply the cups when requested, informing the passenger that it 
would be necessary to drop a coin into the machine in order to obtain 
one. 

The opinion is, in part, as follows: 

"It is a question whether vending machines and signs directing 
the dropping of a coin in the slot do not have a tendency to discour- 
age the application for drinking cups from those supposed to keep 
them for free distribution. In the case of one of the carriers, also, 
it appeared either that full directions to train crews to courteously 
and willingly co-operate were not given, or that the train crews were 
not giving such directions the attention they were entitled to. The 
opportunity to obtain drinking cups free of charge for individual use 
should at least be free from inconvenience to the traveling pubHc or 
circumstances creating embarrassment or diffidence on the part of 
any of the traveling public desiring to secure their use. If such free 
drinking cups are not to be placed in open receptacles, the oppor- 
tunity to secure them when needed should be provided by means 
presenting substantially no greater inconvenience to the traveling 
public, and if such drinking cups are to be distributed through the 
train crews, such train crews should be instructed as to thenecessity 
of willing and courteous co-operation in the free distribution of 
them." 

"We do not beUeve that the maintaining of this vending machine 
and the additional use of a removable or nonconspicuous sign is a 
compliance with the law. Furthermore, it tends to distract atten- 
tion from the fact that the carriers are required to furnish these 
drinking cups free of charge. 

" It is our finding that the carriers should put in a prominent place, 
so it wiU be easily and readily seen and read, a sign stating that indi- 
vidual drinking cups may be obtained by application to any member 
of the train crew, and this sign should include the statement that the 
cups are to be obtained free of charge. The sign should be per- 
manent and should be painted on the cooler or on the woodwork 
near it in a conspicuous place, or placed in a frame securely fastened 
to the woodwork in a conspicuous place. 

"In those cases where vending machines were employed in the 
coaches, we find that these machines should either be placed in a less 
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prominent position or that the permanent sign should be placed in 
such a conspicuous position as to be necessarily observed by any 
I>erson who might be attracted to the use of the vending machine. 
As the sign must be permanent, it may be objected that a carrier 
cannot be required to carry such a permanent sign in states outside 
of the state of Wisconsin in which the cars may run. If the carriers 
employing the vepding machines object to placing such permanent 
signs, then, in order that the law may be complied with in the state 
of Wisconsin, said carriers shall be required to have free drinking 
cups in open receptacles." 

The order entered followed the foregoing findings. 

Telephonb Rates 

In re Appl. Door County Td, Co. to Increase Rates, October 9A. 
Applicant, among other things, asks that the Commission consider 
the question of a rate for short-time contract, suggesting the fol- 
lowing rule, namely: A charge of $4 for instjilling the phone, 
and a minimum charge for six months of $2 per month for every 
subscriber on a private line and $1.50 per month for every other 
subscriber. Held: That rule suggested by applicant for short- 
time contracts would result in excessive charges, and that no 
reason is seen why a rule approved by the Commission at some 
exchanges would not apply in the present case, the rule being to 
the effect that all contracts are for one year's service, the normal 
rate to apply to time of actual service plus a cancellation charge 
of 50 cents a month for the remainder of the contract period, is 
discontinued prior thereto. 

In re AppL La Crosse Intervrban Tel. Co. to Increase Rates, 
November 5. Applicant seeks to have established a two-minute 
interval as the initial time upon which to base its toll rate in lieu 
of the five-minute interval now in effect. Held: That a two-minute 
initial time interval for toll rates is too brief a period for the needs 
of short haul or local messages; that practically all local toll lines 
going to make up the circuits for short haul messages are iron, and 
that not infrequently a part of the made-up circuit is of grounded 
construction and may even be connected with rural subscribers; 
that the transmission over lines of such type is often inferior and 
frequently of such a nature as to necessitate the repetition of the 



message being transmitted, and that it is almost impossible, under 
such conditions, to complete a message of any importance in a two- 
minute int^val; that the nature of the messages between local 
communities is also different from most long distance messages, 
in that the social relationships existing between near-by com- 
munities create a demand for and materially increase the volume 
of the local toll traffic, and in that the nature of the business which 
small tributary communities have with their market centers, 
county seats and local educational centers is such as to require a 
more reasonable rate, as reflected in a longer initial time period 
than that for strictly long distance messages; that the fact that the 
volume of local messages of small interurban communities will far 
exceed the volume of long distance messages, may be another rea- 
son for giving such business a more advantageous rate; that a five- 
minute initial period, on the other hand, does not tend toward the 
highest efficiency in the use of the lines, in that a vast majority of 
messages can be completed conveniently within a three-minute 
interval so that a five-minute interval offers opportunities for 
unimportant conversation, tending to result in fewer messages per 
line, and thereby naturally necessitating the installation of extra 
circuits to care for the traffic, and that as a compromise between 
the two intervals of two and five minutes, a three-minute interval 
with reasonable rates will more nearly meet the needs of local com- 
munities, and at the same time yield the owners of the toll prop- 
erty a reasonable return on their investment. Order: Applicant 
is to amend its schedule of toll rates, so as to provide for an initial 
period of three minutes on all local toll messages originating or 
passing over its lines, except that all messages originating on appli- 
cant's lines, and transferred to the toU lines of the connecting long 
distance companies are to be governed by the time interval of the 
long distance company over whose lines the message is completed. 
The same position, as regards local toll messages, was taken in 
the case In re Appl. Oconto Rural Tel. Co. etc., November 12, 
where a tentative contract between i^plicant and the Wis. Tel. 
Co. specified a two-minute interval instead of the former five- 
minute interval on messages between applicant's Abrams exchange 
and the Wis. Tel. Co.'s Oconto exchange, which performs switch- 
ing service for certain of applicant's rural subscribers. 



NEWS AND NOTES 



Order as to Proposals for Rate Increases. — Under Order of 
August 9, 1917, the Interstate Commerce Commission gives the 
form of application necessary to comply with the amendment to 
section 15 of the Act to regulate commerce (approved August 9, 
1917) requiring that the approval of the Commission of a pro- 
posed increased rate, fare, charge, or classification must be secured 
before the tariff containing it is ffied with the Commission by the 
carrier* 



Such application must show the rates, fares, charges, and clas- 
sifications which it is proposed to increase, including rules or regu- 
lations affecting charges, as well as the nature and extent of the 
increase, the way in which it is to be effected, and the proposed 
rates, fares, charges, classifications, rules and regulations of which 
approval is sought, and must also contain a complete and accurate 
statement of the reasons advanced by carriers in justification of the 
increases sought to be established. 
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